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ITEMS8

FINAL STAFF ANALYSIS
PROPOSED PARAMETERS AND GUIDELINES

Education Code Sections 22455.5, Subdivision (b), 22460, 22509, Subdivision (a),
22718, Subdivision (a)(1)(A), 22724, and 22852, Subdivision (e)

Statutes 1994, Chapter 603
Statutes 1996, Chapters 383, 634 and 680
Statutes 1997, Chapter 838
Statutes 1998, Chapter 965
Statutes 1999, Chapter 939
Statutes 2000, Chapter 1021

California State Teachers’ Retirement System (CalSTRS) Service Credit
02-TC-19

Santa Monica Community College District, Claimant

EXECUTIVE SUMMARY

The Commission on State Mandates (Commission) adopted a Statement of Decision on
o consolidated test claims CalSTRS Creditable Compensation (01-TC-02) and CalSTRS Service
Credit (02-TC-19) on April 16, 2007.

The claimants sought reimbursement for increased costs of employer contributions to defined
benefit retirement programs for their employees. Particularly at issue was the way in which
“compensation” is defined for purposes of calculating employer contributions. Statutes 2000,
chapter 1021 amended the Education Code provisions on what constitutes “creditable service.”
The Commission found that the test claim statutes create a situation where the employer is faced
with “a higher cost of compensation to its employees.” As held by the court in City of Anaheim
v. State of California (1987) 189 Cal. App.3d 1478, “[t]his is not the same as a higher cost of
providing services to the public.” Thus, the Commission found that increased costs resulting
from the test claim statutes, without more, do not impose a program, or a new program or higher
level of service in an existing program, subject to article XIII B, section 6.

However, the Commission also found that Education Code sections 22455.5, subdivision (b),
22460, 22509, subdivision (a), 22718, subdivision (a)(1)(A), 22724, and 22852, subdivision (&)
(02-TC-19) required school district employers to engage in new reporting and notice activities
that, impose new programs or higher levels of service for school districts within the meaning of
article XIII B, section 6 of the California Constitution and impose costs mandated by the state
pursuant to Government Code section 17514.

Because the approved statutes and activities were pled in the CalSTRS Service Credit test claim,
(02-TC-19), only this case name and number will be cited to identify the state-mandated program
‘ addressed in these parameters and guidelines.




Staff drafted the parameters and guidelines, and issued them for comment with the Statement of

Decision. All reimbursable activities listed in the parameters and guidelines were specifically .
approved in the Statement of Decision. The claimant suggested some clarifying changes, all of

which are incorporated in the attached proposed parameters and guidelines.

Staff Recommendation
Staff recommends that the Commission:
e Adopt the proposed parameters and guidelines beginning on page 7. -

s Authorize staff to make any non-substantive, technical corrections to the parameters and
guidelines following the hearing.




Claimant

STAFF ANALYSIS

Santa Monica Community College District

Chronology
Test Claim
09/19/01

09/26/01
09/28/01
10/26/01
10/29/01
12/05/01
05/12/03

05/27/03
07/24/03
07/25/03
08/18/03

(08/18/04
11/17/05

01/09/07
01/30/07

01/30/G7
02/01/07

02/28/07
03/02/07

03/15/07

Co-claimants, Lassen COE and San Luis Obispo COE, file a test claim, CalSTRS
Creditable Compensation (01-TC-02), with the Commission on State Mandates
(Commission)

Co-claimants submit missing authorizations and signature pages for 01-TC-02
Commission staff issues completeness letter on 01-TC-02

Department of Finance (DOF) requests an extension of time for comments
Commission staff grants extension of time for comments to November 29, 2001
DOF files comments on the test claim 01-TC-02

Santa Monica CCD files test claim, CalSTRS Service Credit (02-TC-19), with the
Commission which includes the one Education Code section and two statutes pled
in 01-TC-02, along with numerous other related statutes

Commission staff issues completeness letter on 02-TC-19
CalSTRS files comments on test claim 02-TC-19
DOF files comments on the test claim 02-TC-19

Claimant, Santa Monica CCD, files individual responses to comments by
CalSTRS and DOF

Grant joins the first test claim (01-TC-02) as a co-claimant

Commission’s Executive Director consolidates the two test claims based on
common issues, allegations and statutes

Commission staff issues the draft staff analysis on the consolidated test claim

DOF requests an extension of time to file comments and a postponement of the
hearing

CalSTRS files comments on the draft staff analysis

Commission staff grants the postponement to April 16, 2007 hearing, with
comments now due March 1, 2007

DOF requests a second extension of time to file comments and a postponement of
the hearing :

Commission staff grants an extension of time to file comments to March 16, but
maintains April 16, 2007 hearing date

DOF files comments on the draft staff analysis




04/16/07 Commission adopts Statement of Decision, partially approving 02-TC-19
04/24/07 Adopted Statement of Decision issued

" Parameters and Guidelines

04/24/07 Staff’s proposed parameters and guidelines on 02-TC-19 are issued with the
Statement of Decision; claimant comments are requested by May 22, 2007. State
agencies and interested parties comments are due 15 days after service of
comments from the claimant.

05/17/07 Claimant files comments on the draft parameters and guidelines

06/06/07 DOF requests an extension of time for comments on the draft parameters and
guidelines

06/08/07 Commission staff grants DOF’s request for an extension of time to July 9, 2007

06/06/08 Commission staff issues final staff analysis and proposed parameters and
guidelines

Summary of the Mandate

In 2001, the Lassen County Office of Education and the San Luis Obispo County Office of
Education, later joined by the Grant Joint Union High School District, filed the test claim
CalSTRS Creditable Compensation (01-TC-02) on Statutes 1999, chapter 939, and

Statutes 2000, chapter 1021, as they added and amended Education Code 22119.2, In 2003,
the Santa Monica Community Coliege District filed the test claim CalSTRS Service Credit
(02-TC-19) on the same Education Code section and statutes, but also made test claim
allegations regarding 28 additional Education Code sections. The two test claims shared
commen issues, allegations, and statutes, and thus, the claims were consolidated pursuant to
California Code of Regulations, title 2, section 1183.06.

Specifically, the claimants sought reimbursement for increased costs of employer contributions
to defined benefit retirement programs for their employees. Particularly at issue was the way in
which “compensation” is defined for purposes of calculating employer contributions. Statutes
2000, chapter 1021 amended the Education Code provisions on what constitutes “creditable
service.” The Commission on State Mandates (Commission) found that the test claim statutes
create a situation where the employer is faced with “a higher cost of compensation to its
employees.” As held by the court in City of Anaheim v. State of California (1987) 189
Cal.App.3d 1478, “[t]his is not the same as a higher cost of providing services to the public.”
Therefore, the Commission found that increased costs resulting from the test claim statutes,
without more, do not impose a program, or a new program or higher level of service in an
existing program, subject to article XIII B, section 6.

However, the Commission found a number of the test claim statutes do require that the school
district employer engage in new reporting and notice activities. On April 16, 2007, the
Commission adopted a Statement of Decision finding that Education Code sections 22455.5,
subdivision (b), 22460, 22509, subdivision (&), 22718, subdivision (a)(1)(A), 22724, and 22852,
subdivision (e), impose new programs or higher levels of service for school districts within the
meaning of article XIII B, section 6 of the California Constitution, and impose costs mandated
by the state pursuant to Government Code section 17514, for the following specific new
activities: :




e Employers shall make available critetia for membership, including optional membership,
in a timely manner to all persons employed to perform creditable service subject to
coverage by the Defined Benefit Program, and shall inform part-time and substitute
employees, within 30 days of the date of hire, that they may elect membership in the
plan’s Defined Benefit Program at any time while employed.

Written acknowledgment by the employee shall be maintained in employér fileson a
form provided by CalSTRS. (Ed. Code, § 22455.5, subd. (b).)'

e Amend the notice that employers transmit to a member who terminates employment with
less than five years of credited service, as part of the usual separation documents, to
include the specific information specified in Education Code section 22460, subdivision
(a)(1) - (3), regarding the Defined Benefit Supplement account. (Ed. Code, § 22460;
one-time ac‘civity.)2

*  Within 10 working days of the date of hire of an employee who has the right to make an
election pursuant to Education Code section 22508 or 22508.5, the employer shall inform
the employee of the right to make an election to CalSTRS or CalPERS and shall make
availabie to the employee written information provided by each retirement system
concerning the benefits provided under that retirement system to assist the employee in
making an election. (Ed. Code, § 22509, subd. (a).)3

* The employer shall certify the number of unused excess sick leave days to the
CalSTRS for retiring members, using the method of calculation described in
Education Code section 22724, subdivision (a). (Ed. Code, § 22718, subd.
(@)(1)(A).)*

» Upon request from the CalSTRS board, the employer shall submit sick leave
records of past years for audit purposes. (Ed. Code, § 22724, subd. (b).)’

e The employer shall provide information to CalSTRS regarding the reemployment of a
member who is subject to federal law regarding the reemployment of military service
personnel (38 U.S.C.A. § 4301 et seq.), on a form prescribed by CalSTRS, within 30 days
of the date of reemployment. (Ed. Code, § 22852, subd. (e).)¢ =~

The Commission concludes that Education Code sections 22000, 22002, 22119.2, 22119.5,
22146, 22458, 22461, 22501, 22502, 22503, 22504, 22711, 22712.5, 22713, 22714, 22717,
22717.5, 22800, 22801, 22803, 22851, 22950 and 22951, as amended and pled, along with any

' As added and amended by Statutes 1994, chapter 603, Statutes 1996, chapter 634, and
Statutes 1999, Chapter 939,

2 As repealed, reenacted and amended, by Statutes 2000, chapter 1021.

3 As repealed, reenacted and amended, by Statutes 1996, chapter 383, and Statutes 1997, chapter
838.

* As amended by Statutes 1999, chapter 939,
® As added by Statutes 1999, chapter 939.
§ As added and amended by Statutes 1996, chapter 680, and Statutes 1998, chapter 965.




other test claim statutes and allegations not specifically approved above, do not impose a
program, or a new program or higher level of service, subject to article XIII B, section 6.

Because all of the approved statutes and activities were pled in the CalSTRS Service Credit test
claim, these are the parameters and guidelines for the CalSTRS Service Credit (02-TC-19)
program alone.

Discussion

Commission staff issued proposed parameters and gmdelmes with the Statement of Decision on
April 24, 2007.” On May 17, 2007, the claimant filed comments on the draft parameters and
guidelines, suggesting some amendments to the reimbursable activities.®> DOF was granted an
extension of time to file comments to July 9, 2007; however, to date, no state agency comments
have been received. All subsequent amendments, whether proposed by the claimant or
Commission staff, are noted by underline and strikethrough in the proposed parameters and
guidelines.

All reimbursable activities listed in the parameters and guidelines were specifically approved in
the Statement of Decision. The claimant suggested some clarifying changes, all of which are
incorporated in the attached proposed parameters and guidelines. These changes include
specifying what types of agencies are included in the definition of “school districts” under
Section II, Eligible Claimants, and adding subject headings to Section IV, Reimbursable
Activities.

In addition to suggesting technical changes, the claimant also raised substantive objection to
boilerplate language regarding source documents, indirect cost rates, and record retention.’
However, the claimant states: “Notwithstanding, the standard has been adopted by the
Commission as boilerplate for parameters and guidelines. Unless there is some interest by the
Commission to revisit these issues, the parameters and guidelines can proceed since the
boilerplate is consistent with past Commission decisions.” Staff does not suggest any changes to
the boilerplate language at this time.

Staff Recommendation
Staff recommends that the Commission:

« adopt the proposed parameters and guidelines, as modified by staff, beginning on page 7;
and,

s authorize staff to make any non-substantive, technical corrections to the parameters and
guidelines following the hearing.

7 Exhibit A.
¥ Exhibit B.
? Claimant Comments, dated May 16, 2007, pages 3-4. (Exh. B.)
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PRAET PROPOSED PARAMETERS AND GUIDELINES

Education Code Sections 22455.5, Subdivision (b), 22460, 22509, Subdivision (a),
22718, Subdivision {a){1)(A), 22724, and 22852, Subdivision (¢)

Statutes 1994, Chapter 603
Statutes 1996, Chapters 383, 634 and 680
Statutes 1997, Chapter 838
Statutes 1998, Chapter 965
Statutes 1999, Chapter 939
Statutes 2000, Chapter 1021

California State Teachers’ Retirement System (CalSTRS) Service Credit
02-TC-19

Santa Monica Community College District, Claimant

I SUMMARY OF THE MANDATE

In 2001, the Lassen County Office of Education and the San Luis Obispo County Office of
Education, later joined by the Grant Joint Union High School District, filed the test claim
CalSTRS Creditable Compensation (01-TC-02) on Statutes 1999, chapter 939, and

Statutes 2000, chapter 1021, as they added and amended Education Code 22119.2. In 2003,
the Santa Monica Community College District filed the test claim CalSTRS Service Credit
(02-TC-19) on the same Education Code section and statutes, but also made test claim
allegations regarding 28 additional Education Code sections. The two test claims shared
common issues, allegations, and statutes, and thus, the claims were consolidated pursuant to
California Code of Regulations, title 2, section 1183.06. However, all of the approved statutes
and activities were pled in the CalSTRS Service Credit (02-TC-19) test claim. Therefore, these
are the parameters and guidelines for the CalSTRS Service Credit program. -

On April 16, 2007, the Commission on State Mandates (Commission) adopted a Statement of
Decision finding that Education Code sections 22455.5, subdivision (b), 22460, 2235009,
subdivision (a), 22718, subdivision (a)(1)(A), 22724, and 22852, subdivision (e), impose new
programs or higher levels of service for school districts within the meaning of article XIII B,
section 6 of the California Constitution, and impose costs mandated by the state pursuant to
Government Code section 17514, for the following specific new activities:

« Employers shall make available criteria for membership, including optional membership,
in a timely manner to all persons employed to perform creditable service subject to
coverage by the Defined Benefit Program, and shall inform part-time and substitute
employees, within 30 days of the date of hire, that they may elect membership in the
plan’s Defined Benefit Program at any time while employed.

Written acknowledgment by the employee shall be maintained in employer files on a
form provided by CalSTRS. (Ed. Code, § 22455.5, subd. (b).)'

' As added and amended by Statutes 1994, chapter 603, Statutes 1996, chapter 634, and
Statutes 1999, chapter 939.




Written acknowledgment by the employee shall be maintained in employer files on a
form provided by CalSTRS. (Ed. Code, § 22455.5, subd. (b).)’

* Amend the notice that employers transmit to a member who terminates employment with
less than five years of credited service, as part of the usual separation documents, to
include the specific information specified in Education Code section 22460, subdivision
(a)(1) = (3), regarding the Defined Benefit Supplement account. (Ed. Cede, § 22460;
one-time activity.)

e Within 10 working days of the date of hire of an employee who has the right to make an
~election pursuant to Education Code section 22508 or 22508.5, the employer shall inform
the employee of the right to make an election to CalSTRS or CalPERS and shall make

available to the employee written information provided by each retirement system
concerning the benefits provided under that retnrement system to assist the employee in
making an election. (Ed. Code, § 22509, subd. {a).)’

* The employer shall certify the number of unused excess sick leave days to the
CalSTRS for retiring members, using the method of calculation described in
Education Code section 22724, subdivision {(a). (Ed. Code, § 22718, subd.

@)(1)(A).*

¢ Upon request from the CalSTRS board, the employer shall submit sick leave
records of past years for audit purposes. (Ed. Code, § 22724, subd. (b).)5

e The employer shall provide information to CalSTRS regarding the reemployment of a -
member who is subject to federal law regarding the reemployment of military service
personnel (38 U.S.C.A. § 4301 et seq.), on a form prescribed by CalSTRS, within 30 days
of the date of reemployment. (Ed. Code, § 22852, subd. (e).)°

The Commission concludes that Education Code sections 22000, 22002, 22119.2, 22119.5,
22146, 22458, 22461, 22501, 22502, 22503, 22504, 22711, 22712.5, 22713, 22714, 22717,
22717.5, 22800, 22801, 22803, 22851, 22950 and 22951, as amended and pled, along with any
other test claim statutes and allegations not specifically approved above, do not impose a
program, or a new program or higher level of service, subject to article XIII B, section 6.

IL. ELIGIBLE CLAIMANTS

Any “school district” as defined in Government Code section 17519, which includes school
districts, county offices of education and community college districts, which incurs increased

' As added and amended by Statutes 1994, chapter 603, Statutes 1996, chapter 634, and
Statutes 1999, chapter 939.

2 As repealed, reenacted and amended, by Statutes 2000, chapter 1021.

' As repealed, reenacted and amended, by Statutes 1996, chapter 383, and Statutes 1997, chapter
838,

4 As amended by Statutes 1999, chapter 939.
5 As added by Statutes 1999, chapter 939.
§ As added and amended by Statutes 1996, chapter 680, and Statutes 1998, chapter 965.
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costs as a result of this mandate is eligible to claim reimbursement. Charter schools are not
eligible claimants.

III. PERIOD OF REIMBURSEMENT

Government Code section 17557, subdivision (), states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. The
Santa Monica Community College District filed the test claim on May 12, 2003, Therefore the
reimbursement period begins on or after July 1, 2001.

Actual costs for one ﬁscal year shall be mcludcd in each clalm Es&ma%ed—ees%s—e-ilﬂie

Code section 17561 subdmsmn (d)(l)(A) all clalms for relrnbursement of initial fiscal year
costs shall be submitted to the State Controller within 120 days of the issuance date for the
claiming instructions.

If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564,

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event Of activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarafions. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating decuments cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable -
activities identified below, Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:
A. One-Time Activity

‘ 1. Separation Notice:

a._Amend the notice that employers transmit to 2 member who terminates employment
with less than five years of credited service, as part of the usual separation
documents, to include the specific information specified in Education Code section

22460, subdivision (a)(1) — (3), regarding the Defined Benefit Supplement account.
(Ed. Code, § 22460.)




B. Ongping Activities
\. Employment Notices:

+-a.Make available criteria for membership, including optional membership, in a timely
manner to all persons employed to perform creditable service subject to coverage by
the Defined Benefit Program, and inform part-time and substitute employees, within
30 days of the date of hire, that they may elect membership in the plan’s Defined
Benefit Program at any time while employed. (Ed. Code, § 22455.5, subd. (b).)

b. 2—Maintain written acknowledgment by the employee regarding information
provided about the Defined Benefit Program in employer files on a form prowded by
CalSTRS._(Ed. Code, § 22455.5, subd. (b).)

¢. 3—Within 10 working days of the date of hire of an employee who has the right to
make an election pursuant to Education Code section 22508 or 22508.5, inform the
employee of the right to make an election to CalSTRS or CalPERS and make
available to the employee written information provided by each retirement system
concerning the benefits provided under that retirement system to assist the employee
in making an election. (Ed. Code, § 22509, subd. (a).)

2. Sick Legve Days.

a. 4Certify the number of unused excess sick leave days to the-CalSTRS for retiring
members, using the method of calculation described in Education Code section
22724, subdivision (a). (Ed. Code, § 22718, subd. {a)(1)}(A).).

b. _5Upon request from the CalSTRS board, submit sick leave records of past years for
audit purposes. (Ed. Code, § 22724, subd. (b).)

3. le:tarv Service Reemployment:

a.__6Provide information to CalSTRS regarding the reemployment of a member who is
subject to federal law regarding the reemployment of military service personnel (38
U.S.C:A. § 4301 et seq.), on a form prescribed by CalSTRS, within 30 days of the
date of reemployment. (Ed. Code, § 22852, subd. (e).)

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV, Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting
Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee 1mplement1ng the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.
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2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. Attach a copy of the contract to the claim. If the contractor bills for time and
materials, report the number of hours spent on the activities and all costs charged. If the
contract is a fixed price, report the dates when services were performed and itemize all
costs for those services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring

* travel, and related travel expenses reimbursed to the employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules of cost
element A.1, Salaries and Benefits, for each applicable reimbursable activity.

B. Indirect Cost Rates

Indirect costs are costs that have been incurred for common or joint purposes. These costs
benefit more than one cost objective and cannot be readily identified with a particular final cost
objective without effort disproportionate to the results achieved. After direct costs have been
determined and assigned to other activities, as appropriate, inditect costs are those remaining to
be allocated to benefited cost objectives. A cost may not be allocated as an indirect cost if any
other cost incurred for the same purpose, in like circumstances, has been claimed as a direct cost.

Indirect costs include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state mandated programs, and (b) the costs of central
governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the J-380 (or subsequent replacement) non-restrictive indirect cost rate
provisionally approved by the California Department of Education.

County offices of education must use the J-580 (or subsequent replacement) non-restrictive
indirect cost rate provisionally approved by the California Department of Education.

Community colleges have the option of using: (1) a federally approved rate, utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21, “Cost
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Principles of Educational Institutions”; (2) the rate calculated on State Controller's Form
FAM-29C; or (3) a 7% indirect cost rate. .

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter’ is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING REVENUES AND REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs ¢laimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service

fees collected, federal funds, and other state funds, shall be identified and deducted from this
claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the test claim decision and the parameters and guidelines adopted by the
Commission.

"Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming =~
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571. If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2.

7 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
12




X. LEGAL AND FACTUAL BASIS FOR lTHE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim.. The administrative record, including the Statement
of Decision, is on file with the Commission.
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. RE: Adopted _Statemant of Decision .
CalSTRS Creditable Compensation/Service Credit, 01-TC-02, 02-TC-19 E
Lassen County Office of Education, Sen Luis OblEpU County Ofﬁce of Education, and .
Grant Joint Union High Schoo! District, Claimants . B
Santa Monica Commumty College District, Claimant

Draft Parameters and Guidelines
California State Teachers’ Retirement Sysrem (CalSTRS) Service Credit, 02-TC-19
Santa Momca Commumty College D1strlct, Clalmant

o Dear Mr. Scribner a.nd MI Petersen:

The Commission on State Mandates adoptzd the attached Statement of Decision on

April 16, 2007. State law provides that reimbursement, if any, is subject to Commission
approval of parameters and guidelines for reimbursement of the mandated program, approval of
a statewide cost estimate, a specific legislative appropriation for such purpose, a timely-filed
claim for reimbursement, and subsequent review of the claim by the State Controller’s Office.

Following is a description of the responsibilities of el parties and of the Commission during the
parameters and guidelines phase,

"»  Draft Parameters and Guidelines. Pursuant to Califoraia Code of Regulations,

- ftitle 2, section 1183.12 (operative September 6, 2005), the Commission staff is expediting
the parameters and guidelines process by enclosing draft parameters and guidelines to
assist the claimant, The proposed reimbursable activities are limited to those approved in

. the Statement of Decision by the Commission. 4

» Claimant's Review of Draft Parameters and Guidelines. Pursuant to California Code
of Regulations, title 2, section 1183.12, subdivisions (b) and (c), the successful test
claimant may file modifications and/or comments on the proposal with Commission staff
by May 22,2007. The claimant may also propose a reasongble reimbursement -

-msthodology pursuant to'Government Code section 17518.5 and California Code of

Regulatmns, title 2, section 1183,13, The claiment is fequired to submit an original and

two (2) copies of written Tesponses to the Commission and to simultaneously serve
‘ copies on the state agencies and interested parties on the mailing list.

'h ) 'h
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may submit recommendations and comments on staff’s draft proposal and the claiinarit’s.
: inodifications and/or comments within 15 days of service. State’ agencies and mterested
.. parties are requiredto submit en ongmal and two (2) copies-of written responses or..
‘. - rebuttalstothe Commission end to simultaneously serve copies on the test cléimiant; sta:té
e L - Agencies, iind intétested parties on-the mailing list." The claimant and other mterested

o perties may submlt Wriffcﬂ rebuﬁa']ﬁ (See Cal. Code Regs t1t. 2, § 1183‘11) i 5 '

R S SATIN g . e "i. Stafhb LN

B .'o.' "Adoptmn of Pnrameters and Guidehnes Afterrewsw of the Ire pa;ram an'éf ‘
" . guidelines and a]l comments, Commlsslon staff will recommend thq a&optmn of & .
amended, modified, or supplemented version of staff 8 draft paramaters and guadelmes

(SeeCaI Code Regs,, tit: 2, §1183 14.) L e
Please contact Nancy Patton at (916) 323-3562 if you have a.ny quasnons
Smce.rely, - : e
PAULA HIGASHI .

Executive Director _ ‘ . e

Enclosures: Adopted Statement of Decision, Draft Parameters and Guidelines

102

.0 [ N
L

»" e State Agencies and Interested Parties Comments. State agencies and in'terestéd parties -




BEFORE THE"
- COMMISSION ON STATE MANDATES
G ﬁ | | STATE OF: CALIFORNIA

- “INRETEST CLAD
1. ' Education Code Secuon 221 19 2 a8 added and

amended by Statutes 1999, chapter 939 and
-Statutes 2000, chaptér 1021 ‘

Fﬂed on September 19, 2001,

By Lassen County Oﬁce of Educatmn and San

Luis Obispo County Office of Educatien; joined
by Grant Joint Union- High School District,
Claimants (OI-TC-OZ)

Educatiofi Code Sections 22000, 22002 .

22119.2, 22119.5, 22146, 22455.5, 22458,

22460, 22461, 22501, 22502, 22503, 22504,

22509,22711,22712.5, 22713, 22714, 22717,

22717.5, 22718, 2i724 22800 22801, 22803,
| 22851, 22852, 22950 and 22951;

Statutes 1993, Chapter 893 Statutes 1994,

~ Chapters 20, 507, 603 and 933; Statutes 1995,
Chapters 390, 394 and 592; Statutes 1996,
Chapters 383, 608, 634, 680 and 1165; Statutes
1997, Chapters 482 and 838; Statutes 1998,
Chapters 965, 967, 1006, 1048 and 1076;
Stetutes 1999, Chapter $39; Statutes 2000,

Chapters 402, 880, 1020, 1021, 1025 and 1032; -

Statutes 2001, Chapters 77, 159, 802 and 803;
Statutes 2002, Chapter 375,

Filed on May 12, 2003,

" By Santa Monica Community College sttnct,
Claimant (01-TC- 19)

AT

"-l‘i."‘Case No Ol-Té-OZ 02-TC 19

Cal:j"omza Siare Tedehers Ret:remeru‘ Bblatem C e
- (CalSTRS) Creditable Campensanan/Semce .
Credit : '

STATEMENT OF DECISION P'URSUANT

. TO GOVERNMENT CODE SECTJON 17500
"ET SEQ.; CALIE

'GODE OR™
REGULATIONS, TITLE 2, DIVISION 2,
CHAPTER 2.5, ARTICLEW

(Adopted on Apnl 16, 2007)

STATEMENT OF DECISION
The attached Statement of Decision of the Commxssmn on-State Mandates is hereby adopted in

the above-entitled matter,

Mt Wb

PAULA MGASPH Eébcgtve Diréctor
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" Hearing Date: April 16, 2007
- TAMANDATES20014c\01- m-oz\m\sonaduptomov doc-

-?~ '-». .t e

.

R | .BEF@RETI—IE R
R comssmrq ON STATE MANDATBS

"‘"—33'."_. Uy aln

IN RE TEST CLAM; "

‘Bducatidy Cods Section 221153, as saded and -
amended by Stdtitte§ 1999, ‘¢hapter 939 and
Stanites 3000, chepter 1021,

. Filed on September 19, 2001,

By Lassen County Office of Education and San
Luis Obispo County Office of Education; joined
by Grant Joint Union High School District,
Claimants (01-TC-02).

Education Code Sections 22000, 22002, -
'22119.2, 22119.5, 22146, 22455.5, 22458,
22460, 22461, 22501, 22502, 22503, 22504,
22509, 22711, 22712.5, 22713, 22714, 22717,
22717.5, 22718, 22724, 22800, 22801, 22803,
22851, 22852, 22950 and 22951;

Statutes 1993, Chapter 893; Statutes 1994,
Chapters 20, 507, 603 and 933; Statutes 1995,

. Chapters 390, 394 end 592; Statutes 1996; - -
Chapters 383, 608, 634, 680 and 1165; Statutes
1997, Chapters 482 and 838; Statutes 1998,
Chapters 965, 967, 1006, 1048 and 1076;
Statutes 1999, Chapter 939; Statutes 2000,
Chapters 402, 880, 1020, 102%, 1025 and 1032;
Stetutes 2001, Chapters 77, 159, 802 and B03;
Statutes 2002, Chapter 375,

Filed on May 12, 2003,

By Santa Monica Commumty College DlS'tl'll:‘.t,
Claimant (OZ-TC 19). '
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. . Case No.: 01 -TC-'QZ,. 02-TC-19

California State Teachers’ Retirement Sﬁ'srem
(CalSTRS) C‘redztable Campemaﬂon/&'ervice

Credit - T

STATEMENT 'OF DECISION PURSUANT
TO GOVERNMENT CODE SECTION 17500
ET SEQ.; CALIRORNIA CODE.OF .

' REGULATTONS, TITLE 2, DIVISION 2,

CHAPTER 2.5, ARTICLE 7

(Adopted on April 16, 2007).

Statemnent of Decision
CalSTRS (01-TC-02, 02-TC-15)




STATEMENT OF DECISION

The Commusslon oh StaI&Mandates G‘Commmsmn ’) heard and.declded ﬂ:ua testcla,xm dunng B:
. regularly scheduled hearing on.April;16,-2007. . Keith Petersen. appeamad on behalf of clmmant o
. . Santa-Monica Commumty College: Dmtnct (Santa Momca GGD) Donng Ferebee appsared on -
"+ ‘behalf of the Department of Finance, N a% m%l made on beharl,f of claimants: Lassef. -,
. Cotinify bfﬁce of HiSatiot (Lasé oft ’dOE} an ;
: .LIIIS Oblspo C@ﬁ& and“Granf‘ om‘t Umon I-ﬁgh Scl:‘i“ bf Dlsﬁ'lc‘t (Grant Ditrit): -

it N PR AT L Rt gl

The law: apphcable i the Cemmmsmn 8 deteqmmatmn ofa ra:mburaa’ble stgte-mandated
program is article XIII B, section 6 of the California Constitutign, Government Code secnon
17500 et seq., and related case law‘

The Commission adopted the- staﬁ' analysis to: partla]ly appmvs thiis test claun. at the heanng bya
vote of 4-3. : .

Summary of Fmdmgs

Thig congolidated tgst clair a&di'esses modiﬁcahona to the statutoi'y scheme for the State

Teachetd’ Retirémeiit Sstetlt (Bd. Code, § 22000 et séq.; referdrcks to the aw will not be

abbreviated. “CalSTRS”™ will refer to the state agency operating the retirerdent systéi.y

" Specifically, the claimants are seeking reimbursement for increased costs of employer - - -
contributions to defined benefit retirement programs for. their empj,oyees Particulatly at jssue is

- the way, in .wmch “cnmpensah,on” is defined for purposges of’ qalculanng‘employer qonh‘:buhons

Statutes 2000, chapta;; 1021 amanded the Education’ Code pruvwmns on whai-consqtutes g
cred1tab1e gervice.”

ey

The affected state agencies dmpute the cla:inants' af’gmnent that any- mcreased monthly -
contributions to the Caljfornia,State Teachers’ Retirement Sysiem (CalSTRS) are reimbursable,
and cite case law to support their poamon, mcludmg County,of s Arzgeles Y. Srate ‘of Cal{forma
(1987) 43 Cal.3d 46 City ofAnahezm v. State of Callfornia (1987) 189.Cal. App. 3d .1478; and
City af Richmond v. Commission on State Mandates (1998) 64 Cal App 4th 1190,

While school districts will likely incur increased costs for retirement contributions as & result of
the test claim statutes (particularly when combined with the amended definition of creditable
compansatwn), a showing of increased costs is not-determinative of whether the legislation - -
imposes & reimbursable state-maridated program. The California Supreme Court has consistently
ruled, beginning withithe County of Los'dngéles detision-in 1987 ‘4nd reaffining in2004 in
San Diego Unified School Dist. v. Commission on State Mandates (33 Cal:4th 859, at péges 876-
877), that evidence of additional costs alope do not result in a reimbursable, stata-mandateg

. progrem under article XIII B, section 6 of'the Cahfomm Consutuhon

The Commission finds that the test claim statutes creai‘.e & situatioh, as in City of Anaheirm, where
the employer is faced Wwith “a highier cost of é6mpensation to"itd emplnyees ” Astield by the -
court, “[t]his is not the same as & higher cost of providing setvices to the public.”” Tharafore, the
_Com:mssxon finds that increased costs resulting from the test claim statutes, without mote, do not

impose a program, or a new program or higher level of service in en existing program, subject to
article XIII B, section 6.

However, a number of the test claim statutes do requu:e that the school district employer engage
in new reporting and notice activities, The-state agencxes argus that these should be tejected on

Statament of Decision .
CaISIRS (01-TC-02, 02-TC-19)
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the same rationale as the case | aw dxscussed pbove The Commxssmn disagrees. Those cases did

not include a situation where there were chsﬁncgc édmlmstrahVe actlvmes required by the test

. claim statutes, in addition to-the highet contribution costs alleged., <Therefore, the Comm.lssmn
finds that the fest laim statutasvlmpose a'tlew program or higher level of service;and costs -

' mandated by the: state by requiring fiew activities to:be perfarmeg} by schaol dlstncts, 88 fallows -

e 'i!_f Employers sﬁﬂll make avaalaﬁe cnfen ?or membershlp, mc[udmg qp méfnbersmp,f't _ S

c.inatimely mapngl; to a11 persops employed tu perform cradﬂ:able servme subjec{
coverage by the Defined Beneht ngram, "dnid shall mfurm part-tlme ‘Bnd substlfui;e

employees, within 30 days of the date'of hire, that they may alect membersh.lp maﬂle c

plan‘s Defined Benefit Programat any time'while employed.- - ' ©

Written acknowled gmient by the employee shall be maintained in employer filesona "
form. prowded by CalSTRS. . (Ed: Code, §22455.5, subd. (b).)! : -

¢ Amend the notice that employers transmit to a member who terminates employment with
less than five years of credited service, as part of the usual separation déutidita, to -
include the specific. mformat;on specified in Edycation Code sectipn 22460, subdivision
(a)(l) (3), regaxd.mg the Deﬁned lﬂeneﬁt Supplemant account. (Ed Code § 22460;
one-time agtivity.)* ‘

» Within 10 working days of the date of hiré of an employee ‘who ha§ ‘the hght to make an
eledtion puritiant to'Bdudtion Code section22508 or 22508.5, the emplb‘yer ghell inform
‘the employee of the nghf to'make anvgléction to CalSTRS or CalPERS and shall make
available to the employeéewiitten informatién provided by each retirernént-systém -
concerning the benefits provided under that retirement system to assist the employee in

‘making eq election. (Bd.-Code; § 22509, subd, (a). Y :

» The employer shall certify the numbaf "oF unused excess gick-leave days"to the
CalSTRS. for retiring mentbers, Using the method of ¢alculation described’in -
- Education Code section 22724 subdivision (a). '(Ed. Code, § 22718 subd.
B Sy |

! As adde.d and amended by Statutes 1994 chapter 603, Statutes 1996 chapter 634 and
" Statutes 1999, chapter.939. .

All of the appitved statites and activities weié.pled in'the test claim CalSTRS Service Cradit
(02-TC-19), filed on May 12, 2003, by Santa Monica €CD. _Government Code section 17757 -
provides that “[g] test claim shall be submitted on or before June 30 following e fiscal yeer in
order to-gstablish eligibility for reimbursement for, that fiscal ygar,” Therefore, potanhal
rembursement goes back no earlier than July 1, 2001. .

2 A repealad, reéxiacted and amended, by Statutea 2000, chapter 1021

3 As rapealed reenacted and amended, by Statutes 1996 chapter 383, and Statutes 1997, chapter
838,

4 As amended by Statutes 1999, chapter 939.

Statement of Decision
CalSTRS (01-TC-02, 02-TC-19)
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. Upon request from the CalSTRS beard,the employer shall submit sick. leava
o records of past years for eudit pu.rposes (Ed. Code § 22724 subd (b) )

e The employe.r shaﬂ pmwde. mformatmn to CalSTRS rega:dmg the reemployment ofa '~
- " . rnember who is subject'to federal layw regardmg the reemployment of military service " -
S personnel @8 USLCA. § 4301 et seq.), on-aform préscribed by CngTRS w1th1n,30 days
-, of the:date of reemployment (BdGode, § 22852 , Subda(€) )

- -+ The Cummxssmn further toncludes thait Bducation Code sectlons 22000 22002 221 19 2
22119.5;22146, 23458, 22461, 22501,22502, 22503, 22504, 2271 1; 22712 5, 22713, 22714
. 22717,22717.5, 22800, 22801, 22803, 22851, 22950 and 22951, & ‘atfiendéd gnd’ ‘pled, aléng
with any other test claim statutes and allegations not specifically approved: above, do not jmpose- .
a program, or & NeW Program or hlgher level of service, subject to article XTI B, section 6.

Cp.

5 As added by Statutes 1999, chapter 939,
o § As added and amended by Statutes 1996, chapter 680, a.nd Staturtes 1998 chapter 965.

Stutement of Decision
CalSTRS (01-TC-02, 02-TC-19)
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: BACKGR.’UND _
The Celifornia State Teachers Retu‘ement System, or Cal§TRS, is & state agency operating a

defined bahafit retitement program: for California public: school teachers, and thosg holding other .

.credeitialed-of cartificated penit:ons Adeording to the CalST‘RS wobsite, “CAISTRS' primary |

- respenblblﬁ'ty is t6 “ﬁrovrderehreﬁ:eﬁ‘t selated beneﬁts aiid setvices to teachei-é 10 public scheuls " O

* from kindergarter throvigh comphunityicpllsge’ The Stits Terbhirs! Rutirefient Syet“em,
- Bducatiom:Code section 22000, et seq;; was. §1gnrﬁcautl,y amended in-1944, reeod1ﬁed in 1959

‘and agein in 1994 ‘Fhe ‘Hysteriy has been fynded by a ma.ndeiery combmanqn of state, employer T

and member eontnbutmns for many . decades. - _
In 2001‘ Lesgsen and‘San LvigObispo COEs, later Jomed by the Grant Dm‘tnct, ﬁled the test

claim CalSTRS Creditible Compensation (01-TC-02) on Statutes 1999, chapter 939 and Statutes

2000, chapter 1021, as they added and amended Education Code 22119.2. In 2003,
Santa Monica CCD filed the test claim CalSTRS Service Credit (02-TC-19) on the same

Education Code section and statutes, bux also made test claim allegatmns regarding 28 additional
Edueatlon Code sections.?

“This consolidated test claim addresses mod:ﬁcahone to the statitory scheme for the State
Teachers® Retirement System. Specifically, the claimants are seeking reimbursement for
increased costs of employer contributions to defined benefit retirement programs for their
employees. Particularly at issue is the way in which “compensation” is defined for purposes of
calculatlng employer contributions. Statutes 2000, chapter 1021 amended the Education Code
provisions on what constitutes “creditable service.” The Senate B1ll Anglysis, dated September.
16, 2000, describes the change to the law as follows:

Under existing law, “creditable service” excludes service performed in excess of
the full-time equivalent and money paid for overtime and summer school service.
"Under this bill, all compensation will be creditable and all contributions for
service in excess of one year of service credit shall be placed into the Defined
Benefit Supplement Program. The member will be able to access the balance in
the supplemental account upon retirement or ssparation.

Claimants’ Positions
Test Claim Filing 01-TC-02

The test claim, CalSTRS Creditable Compensation, was filed on September 19, 2001 by
co-claimants, Lassen COE and San Luis Obispc COE. (Grant District was added aga

7 <http://wrww.calstrs.com/About%20CalSTRS/ataglance.aspx> es of Dec. 21, 2006.

8 The two test claims shere common issues, allegations, and statutes, therefore the claims-were
consolidated pursuent to California Code of Regulations, title 2, section 1183.06. However,
becauss the 2002-03 test claim was not filed on behalf of the same claimants as the 2001-02 test
claim, it is not an *amendment” pursuant to Government Code section 17357, subdivision (d).
This could impact potential reimbursement periods where the test claim allegations vary.

? Government Code section 17757 provides that “[a] test claim shall be submitted on or before
June 30 fo]lowmg a fiscgl year in order to establish ehg1b111ty for rejmbursement for that fiscal
© year.” Therefore. potential reimbursement goes ‘bedleno eailier than July 1, 2000

Statemnent of Decision
CalSTRS (01-TC-02, 02-TC-19)
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| co—elmmant by Ietters and deela:atmns received:on August 18, 2004.). The test claim filing is on’
@  Boucation Code section 22119.2, a it was amended by Statutes 1999, chapter 939, end Statutes

2000, chapter 1021. The clalmants allege the followmg are rembursable state-ma.ndated
= B.cthItlBS Yoo , S

A,. Properly cred1t1n= all credxtable cqmpensahon when, determmmg a CalSTRS
. memb“ﬁ’&* I’Je‘héﬁ i which' woulq_l nielide alt acﬁvmes and aosts’ asfsocmted

" ith Greditlig S{ate Teaeheré’ Ret:rement Sygtem eosts 10" enijnloyees‘ (Ed
. Code §22119. 2)

B. Modlﬁcaﬁon of colinty. ofﬁce of éducatlon, schop! dlstnct, and sehool 31te
- policies and pmee&ures 23 necéssary to nnplement tb,e test clmm legmlatmn,

C. Training of county office of education, school chstnc't, and school s1te staff -
regarditig ‘the new réquirements fo effectuate the test clsum legislation; and

D. Any addmonal activities identified as relmbursable dunng the Parameters and
Gmd,eh.nes phese .

Test Claim Filing. OZ-TC'-JJ 9

Claimant, Senta Monica CCD, filed the tsit claist; CAISTRS Service Credz‘t on May 12, 2003, 10
The cleim is for additions or amendmentsto 29 Education Code sections, including the code.
_section.and amendments. claimed in CalSTRS Creditable Compensation. The vast majority. of
the claim sesks reinibursement for increased-costs of employer contributions paid to GalSTERS
L due to various emendments to the StateTeachers’ Refirement: Systeny statutes. Speerﬁcally,_
o Santa Monica CCD,.beginning at page 90 ofthe test claim filing, alleges thet:

- The new duties mandated by the state upon school districts, county offices of
_education, and community college districts require state reimbursement of the
direct and indirect costs of labor, materials and supplies, data processing services
and software, contracted services and consultants, equipment and capital assets,
staff and student training and trave] to implement the following activ_iﬁes: .

The allegations of activities,include (pp., 90-107 of the test claim filing): - : .
(1) adoptmg and updatmg pohcles and procedures (Ed Oade § 22000 et 8eq, ),

_ '(2) contnbutmg “a percenta,ge of the total creditable’ compensatmn on which member
eonmbﬁﬁogs are based” (Ed, Code, § 22002 qubd, ®);,.

(3) “make centributions for members sub_]eet to-the Deﬁned Benefit Program” (Ed. Code,
- § 22146), : -

(4) “make available criteria for membership, mcIudmg ophonal membership ... to el persons -
- employed 1o perform creditable service;” inform pért-time employees and substitutes of
the option to elect: membership in the Defined Benefit Pro gram, and keep records of
written: aclmowledgment in the employer files (Ed. Code, § 22455 5, subd. (b))'

Lot

1° Government Code seetion 17757 provides that “[a] test claim shall be submitted on or..before

June 30 following a fiscal year in order to establish eligibility for reimbursement for that fiscal
o year.” Therefore, potential reimbursement goes back no earlier than July 1, 2001.

A Statement ofDaczsmn
CalSTRS (01-TC-02, 02-TC-19)
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(-5)-prov1de CalSTRS “with mformauon regarding the compenSa’uon to be paid to employees .
, EﬁBjét:t to'the-Defined Benefit Programn in that school year” (Ed. Cods; §:22458); ... :

' (6) provlde specific notices to employees who tetminaté w1th 1ess than ﬁve years of semce g
credit (Ed. Code, § 22460), BN

,'___(7) prowde admce to; re-empfoyet["retued Imembers of post-retu'ement B%rﬂjﬂ 8 leltahons, e
.~ and mea.ntmn reeorcis and repert to C'alSTRé regardmg those eernmga onge, monthly basmf
B Clode, § 22461), - '

8 mform cettain new employees of. the nght to. me.ke certem eleotlons un(;ler the State

. Teachers’ Ketirement System and make aveulable written, matenal from the refirement
systems (Ed. Code, § 22509) and '

)] eddltlonal eogt.s of employer eontnbutlons pu:suant toa vanety of statutes regardmg
- creditable’ comperisation and service credit.

In'separate rebuttal letters, each dated August 15, 2003, the claiment disputes the arguments and
.asgertions provided by DOF and CalSTRS in theu' comments on the test claim ﬁlmg

-Cleimant’s substantive arguments, including an analysis distinguishing the case law cited by the '
State - agenicies, are addressed in-the Discussion section below,

No written oomments were received on the draft staff analysis from any ola:mants or interested-
parties until ths riothing of the hearing, Of April 16, 2007,-a lats filing was received stating that
“the cfdimants for the California State Teachers’ Retirement System (CalSTRS) [€reditable
Compensation] portion of this consolidated test claim support staffs final analysis and urge the
Commission to adopt the enalysis'and statement of decision as currently drefbed »

1 I these rebuttals the claitnant argues that the state agency comments are “meompetent" and
should be stricken from the record since they do not comply with the Commission’s regulations -
(§ 1183.02, subd. (d).). That regule’oon Teqyires written responses to be signed at the end of the,
document, under penalty of perjury by &n authormed representitive of the stete agency, with the
declaration that it is true and complete to the best ofthe representative’s persont knowledge,
information, orbelief, The claifnant contends that neither of the state agency responses “comply
with thJE essential requirement.” (Claimant’s rebuttal letters, dated Aug. 15, 2003, p. 1.)

- Determ:mng whether s Statuts or executive order constitutes a relmbursable stete-mandated

program. within the meaning of article XIII B, section 6 of the Californie Constitution is & pure
question of law. (City of San Jose v: State of (E‘alifomia (1996) 45 Cal.App.4th 1802, 1817,
County of San Dlego v. State of Californid (199‘7) 15 Cal.4th 68, 109). Thus, factual allegations
raised by a perty regarding how a program is implemented are not relied upon by the
Commission at the test claim phase when recommending whether an entity is entitled to
reimbursement under article XTI B, section 6. The itate agency responses contain cominents on

whethier the Commission should BPPIOVe this'test claim a.ud are, therefore, not stricken from the
administrative reoord

u
Statament of Decision
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: bepartment of Finance Position
. Re.s:panse to Test C'Zazm Fz’lmg 01-TC-02

" Inaletter dated December 4, 2001, DOF responded to the allegatlons in the CalSTRS Creditable
. Compensation test claim. Spemﬁcally, at page 2, DOFJdenhﬁes the claimants’ argument that

-~ the requuement that pubhc schaol employers prowdé mcreased monthly
D contnbuuons to CalSTRS effective July 1, 2002, “will rasult ini their being requlred
" "o efigags in 8'HEW activity ds defiried in Artxcle XIII B, Secion 6 of the ~
California Constitution.. Claimant therefore alleges the- -cogt of prov1dmg the .
increased monthly conmbuhons are State-ma.ndated and reunbursable :

DOF responds

Howsver, Cah.fbrma courts have ruled thit the Califbrnia Corstitution does not
regjizire that local ¢ agencles be rembmsed for leglslanvaly imposed new Costs
associated with the provision of contributions tb Staté-administered rétirement
_systéms, as this activity does not fall within the parameters-of a “new program or
higher level of service” as those terms are.used in Aruc}e X[II B, Section 6 of the
Celifornia Constitution, -

(The:. spemﬁc cagts cited will be chscussed 1n the analysis below) DOF furﬂler assérts that t tl:us
same, legal rafiofiale preciudes the claifnarits from seeking reithbtirsement for mod1ﬁcat10ns of
pohcles and procedures, and for district personnel training costs, reldted to the statutory chiange
m definition of “créditable compensation,” Rinally, they assert that the non-gpécific claim for-
“any & addltlonal actmtxas” identified during para.meters and gmdehnes 18 E}ﬂppmpnate, because

“the purpose of the Earapqptsgg and Guidelines. ]Phase, in to-specify which acfiyifies the

Comnnission ldenﬁﬁed gs_remmbursabic in the Tegt Clgim pha,se io identify ehgfple claiments, to
specify the date wpon which the ] identified activities became raxmburs able, a.nd to prowde.
guidance on preparmg and sqbrmttmg rembursement claims,”

Response to Te.s'r Claim Filing 02-TC-1 9

In & letter dated July 24, 2003, DOF fésponded to the CalSTRS Service Credit test: clmm ﬁhng
Generally, the letter makes the same legil- arguments presented regarding the CalSTRS
Creditable. Compemanan tegt claim; ebove: an-increase in contributions to CaLSTRS is not

.....

* reimbiltsable undef cast taw ifiterpreting articls XTI B, section 6. DOF alsc argies that other R

activities identified by the clairiant, asébciated with the change in definition of creditable
compengation or service credit, are non-reimbursable based on the same court decisions.

Comments on the Draf Staff Analysis for Consolidated Test Claim 01-TC-02 02-7C-19
DOF filed comments dated March 13, 2007;6n the draft staff analysis for the consolidated test -

" cleim, stating agreeiment that “the higher cost-of compensation for district eniployees-does not ..

impose a relmbursable, state-mandated pro gram under “the Cahforma Constitution.™ However
DOF also stateg-that; - -

just as  the | J.ncrea.sa in compensahon is not 8 rembursable state ma.ndated cpst,
neither are the costs ansociated with the requirement that Eubhc school employers
increase their CalSTRS' contnbutmns These act1v1tle$ do not impose a program
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that provides a service to the  public and therefote do not i mpase a relmbLﬁ'Sabla e
state-mandated program. .

. Californin State Teachers’ thlrement System quwon o
- Re on.s'e to-Test Claim .'Ii OQhTG-IQ :

v - RS

T CalSTRS_ﬁled Gomments on the CaISTRS Serwce C’redir test clmm on. July 04, 2003 A

L Ca‘iQTRS btphevas the staiﬁfas hsfeci the test clmni &5 ﬁd; imj d’se anaw”“' o
 program.or mgﬁei' level c;f Bervice with an, exﬁtmg rdgram ?a’h the clmmﬂ’:l:lt ‘
' pursuant to SEetion 17514 of the Gﬁ’v‘e’fntiﬁent Code beckuse thé proision of -
" compensation 4%d benefits fo employess, and thé indtidd for paymé 1sﬁu::h :
compensation and benefits can not be considered a ‘program’ or ‘service,’ The ..
act.of an emplgyer proyiding congpenaatmq and benefits to its employees is pot a
umque fl,mctan‘ of local governmen or scl oo]l ,?mplpyq;'s, beca.use r)t 158 func.ﬁon
common to, ql.l emp oye;'s, wpf;},ﬁex pubhc or pnvaia .

In addition, the CalSTRS. response idenitifies several other reasons for dsnymg relmbursement
for spemﬁc’statutes claimed: somie-“statutes eatablish optional programs;! two dlaimeid-statutes
were in response to federal mandates, and therefore an exception under Government Code
section 17356 8p plies; a large number of “statutes are admmstratwe in nature, [and] conmdered
part of ﬂ}a employsr's x;esponmbﬂmes in oﬂ‘epng 2 Fetirement program,” and several aré fion-
5uba‘tap1;ve, c.ode rgmntenancq p;'ovmmns . , :

Cammem‘s on the Dy

CalSTRS filsh cohih'xe.nts on ﬂié dinftstalf aﬁmy 45 dn .Tamﬁa.‘ry 30, 20?07 Gohighﬁmg 1o mémtmn
that %art of the thst claim shbuld b found t6 tnpost a rcxi‘nbﬁpaf’ﬂé stﬁ{"e‘maﬁtiafed

CalS

retirement prograti being offered By 'the 1oeal emy loye.rs bult, instead ki part GFnd fnc.lﬁded in
- the retirement program being offered 6t ih the S8886E Edu::atibﬁ Ciolly ssction 22852 aré '
rﬁqmred by or consistent with federal law.” The arguments that arb specific to partmular
provxsmns of the Education Code are d.wcussad in m9mW1s below._

COI\MSSION FHWDIaNGS
The courts haye found that article x;m B, section. 6, of the Califgrnia Constitution!? resor

the stata consﬁt;ﬁnonal restncuons on the powers of local govemment to tax and spend.l “Its |

- 12 Article XTI B, section 6, . subdivision (a), provides

. () Whenever the Legslature or BNy state agency mandates a new program of
higher. level of service on any local government, the state shall prcmde a -

. subvention of fimds to raunburse that Jocal gavernment.for the copts of the. = .
program or increased level of service, except that the.Legislature may, but nged
not, provide a subvention of funds for the following : mandaies (1) Legislative
mandates requested by the local agenify. affected 2 Légmlanon definfhg a new -
crifne ot changmg an e.xmtm definftion of & ¢time. (3) Legislative s mandates =
enacted prior to Janiaty 1, 19'75 ot &xberitive orders or regulations inttidlly
implementing legislation enactad prior to Jenuary 1, 19735,

.h .
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purpose is to preclude the state from sh1ﬂ:1ng financial responsibility for: carrying out

_governimental functions to local agencies, which are ‘ill equipped’ to assume increased financial

respnns1b1lmes because of the taxing and spending hmltatm;us that articles XTI A and XTI B

- -impose,”™* A fest claim statute or executive order may impoge a reimbursable state-mandated .
" program if it orders-or commands & local agency or school d15tnct ta engage in an act1v1ty or.
. . task,!>" In:addition, the required activity of task must be new; constituting a-“new.- proﬁgram or. 1t

e muat create a: “h1gher level of sérvice” over the prewously raqun'ed levbl Of ‘service.’

The courts have deﬁned a ‘program subject to arhcle XIII B sectmn 6 ‘of the Cal:fozma

A

Constitution, as one that carties out the govemmental function of prowdmg public services, or a
law that imposes uhique requirements on local agencies of schodl districts to implement o state .

- policy, but does not apply generally to all residents and entities in the state.!” To determine if the -

program is new or imposes ahlgher level of service, the test claitn leglslahon must be compared

. with the le%al requiremerits in effect imrhediately before the enactinerit ofithe test claim

legisiation.’® A “higher lavel of service™ occurs when the new: “requireinénts were intended to
provide an enhanced service'to the ptiblic.”'? Finally, the newly reqmrad actlvxty or mcre.ased
level of service must impose costs mandéted by the state,2

The Commission is vested with exclusive authonty to adjudicate msputes over the existence of
staté-mandated programs within-the mearning of article XIII B, section 6.2 In making its
decmmns, the Commission must strictly construe article XIIIB, seétion 6, and not apply itds an

13 Departmenr of Finance v. Cammwszan on State Margdates (Kern High School Dist,) (2003) 30
Cal4th 727 735.

Y County of San Diego, supra, 15 Cal.4th 68, 81.
* Long Beach Unified School Dist. v. State of California (1990) 225 Cal. App 3d 155, 174,

16 San Diego. Un(ﬁed School Dist.v. Commission on State Mandates (2004) 33 Cal.4th 859, 878
(San Diego Unified School Dist, ) Lucia Mar Unified, School Dist. v. Homg ( 1988) 44 Cal3d

'830, 835 (Zucia Mar).

17 San Diego Unified Schoal Dist., sugra, 33 Cal.4th 859, 874-875 (reafﬁrmmg the test set out in

County of Los Anigeles v, State of CaIiﬁera (1987) 43 CEI 3d 46, 56; see also Lucia Mar, supra,
44 Cel.3d 830, 835.)

18 g'an Diego Uny‘ied School Dist., supra, 33 Cal 4th 85 9 878; Lucra Mar, supra, 44 Cal. 3d 830,
83

19 San Diego Unified .S'chool Dist., suprb; 33 Cal.4th 859, 878.

E: County of Fresno v. State of California (1991) 53 Cal,3d 482, 487; County of Sonoma .

Commission on State Mandates (2000) B4 Cal.App.4th 1265, 1284 (County of Sonoma),
Government Code sections 17514 and 17556.

2 Kinlaw v. State of California (1991) 54 Cal.3d 326 331-334, Government Code sections
17551 snd 17552,

L
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equrtabie remedy to ‘oure the percerved lmfaunees remltmg fmm pohtlcal decisions on fundmg .
) 1:|r1t)r1i:1esp”22 e £ el a ORI T :

Bi ¢ tj: 'i'tlcle X]II B sectlon [ of the

esai, -

Issue 1 A”re the test clalm §tatutel

ano‘ 111 C‘.(‘ n? '

U ":"' at T I

, - In order for 8, test claim etam;te ot executrve order to be Bub_]BOt to article, XHI B, seetton 6 of* the .

© . California Cbnsrt;tuhnn, it must firgt constifutsa. “program.” - In County, of Los. Ange_les v..Stafe.ofr.
I Caiifomra the C amm Supreme Court deﬁned the word “progra.m w1thm the meanmg of -,
" article X]IfB seetlon s one that catried Gt t'he goveﬁi"ﬁiental fiifiction'of prcmdmg a ¥ervice -
fo the pui:hc, o7 laws whreh, to nnplément B state pohcy 1mpoae: Pt I‘Ie‘feqmremeﬁts ot local

.....

-gevemﬂienté g 46 not apply generalljz o &l remdénts aria ent1ties i the state The couft hes-
hefd’ that only otte of thesp ﬁ.ﬂl:hngs is fiecassary, H

"

The Cemmrssmn ﬁnds #hat to the,extent that thes test clerm statutes requrre aehool drs“tnets to
engage in activities relating to.the State Teachers' Retirement System, they impose a program ,
within the meamng of article XIII B; section 6.¢fthe California Constitution becanse they

© impose umque requiréments-on school d13tncts that do not'apply. generelly to all residents and-
entitiesin the state.

However much ofthe statutory echeme on the State- Teachere Retxrement System was in place
prior to 1975, so the analysis must continue to determine if each.of the statutes and code sections
aileged mandates a new program or higher level of service upon eligible claimants within the
meaning of the California Constitution, article XIII B, section 6, or merely testates prror law. In
addition, many of the Education Code sections pled in the test claims do not require any

mandatory activities on the part of the school dxstncts, and are also not subjéct to:
erticle XIII B, section 6.

Renumbering, restatemenf.s* and reenactmem'.s' gf prior law are not subjéct to artzcle XHT B,
section 6.

Statutes 1 993,. ch_t:gte.r 893;

. At the outset, the Cotiithission notes that the mibstance of many of the sode sections pled were in
effect well before the enactment of the test claim statutes, but were either renumbered or restated
in a “newly eriact=d” code section. In particular, the State Teachers® Retirement System law was
repealed and resnacted by Statutes 1993, chapter 893 (the first test claim statute alleged), and
previously, the entire Education Code was renumbered and recodified by Statutes 1976, chapter
1010. Bdiddtion Cde gection 3 provides: “[t]he provisions, of this code, insofar s they are
substatitially the seme 2s existing statutory provisions relating to the same sub_] ect matter shall .

be construed as restatements and continuations, and not as new enactments.”

This is in fccordance with the California Supreme Court decision, which held that “[w]here there
is en express repeal of an existing ste.tute and A re-enectnent of it at the same t1me, or a repea]

2 County of Sonoma, supra, 84 Cal App 4th 1265, 1280, cttmg szy of San J'ose supra 45
Cal.App.4th 1802, 1817,

‘2 County of Los Angeles, supra, 43 Cal. 3d at page 56. :
2% Carmel Valley Fire Prot‘ection Dist, v. Srate of California (1987) 150 Cal App.3d52}, 537.
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~ and a re-enactment of a portion of it, the re-enactment neutralizes the repeal so far as the old law
' is continved in force. It operates without interruption where the re-enactment takes effect at the .
" . . same time.” (In re Martin's Estate (1908) 153 Cal. 225,225.) The Comnnssmn finds that a
"-.renumbering,. reenacrtment or restatement of pnor law does not i 1mpose ;] relmbursable state-
mandated program to the extent that the provisions and associated activities remain unchanged
..« .« The Commmsmn speczﬁcally makes a finding that Ststutes 1993, chapter 893, the, reeodlﬁcatmn
., of the State: Teachers Retxrement System, is not sub_| ect to artwle XI]I B, sectzon 6

. Educanon Code Secﬁon 22458

. Bducation Code sedtion 22458 as pled, requues spectﬁc reporting from school dlstnct ,
- employets tg-CalSTRS, “regarding the compensation to be paid to employees subject to the
Defined Benefit Program in that schoel year, The information shall be submitted annually as
determined by the board and may include, but shall not be limited to, employment contracts,
salary schedules, and local board minutes,”

However, this law was in effect prior to the statutes pled by clauna.nt Former Education Code
.. section 22403.1, renumbered by Statutes 1993, chapter 893 es section 22458,.read: “Bach
employmg agency shall provide the system w1th copies of documents respecting the
compensation to be.paid to employees in that school year. The documents-shall be submitted
anuually as determined by thé board and may mclude but sha].l not be lmnted to, employment:

o the information sought is for those employees subject to Ca.lSTRS not ail employees of the
school district, Therefore the Commission finds that Education Code section 22458, as
: renumbeted by Statutes 1993, chapter 893, and amended by Statutes 1996, chapter 634, s.nd
- Statutes 1999, chapter 939, is not subject to article XIII B, section 6. '

Education C'ode .S‘ectzon 22461

Education Code sectlon 22461 requires, speclﬁc notices be provided to retired members who
return to work for a school district as a direct employee, contracted employee, or independent
contractor. Formér Educatioti-Code section 23921, rénumbered as section 22461 by Statutes

- 1993; chapter. 893 prowdetfl mpertment part: - e T

Upon retaining thé services of a retirant ag an employee-under the provisions of
Section 23918 or 23919; the school district, community college district, county
superintendent of schools, Califordia State Wniversity, or other employing agency
shall do both of the following:

(8) Advise the retitant of the earnings hmxtat:on set forth in Sections 23918 and
23919.

(b) Maintain accurate records of the retirant's earnings and report those earnings
monthly to the system and the retirant regardless of the method of payment or the
fund from which the payments were made.

Other than changing the word “retirant” to “retired member,” and correcting the references to the
Education Code to reflect current numbering, the current section is identical to prior law; ™
o Therefore, the Commission finds that Bducation Code section 22461, as renumbered by Statutes .
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© 1993, chaptar 893 end amendead by Statutes 1996, chapfer 634, is not subject to article XIII B, .
section 6. -

Many of tl:e test claim statutes a'a not maudate local agenczes ta do anything and, thus, are nat _
subject to artzcle XTH B, secrion 6.

ol A ‘test clmmxtatute ar sxecutive order manda.tes a new: program or hlghor levol of service W1thm o
- an existing program ‘when it compels & local agency or school district to pétform activities not *
* préviously required.. The courts have-defined a “higher level of service™ in conjunction with
the phrase “new program” to give.the subvention requuement of article XTI B, section6 -
meaning, Accordmgly, “it i apperent that the subvention reqmrement for increased or hxgher
level of 8ervice it directed to stats-mahdated increases in the services provided by local ‘agencies
in emtlng programs. "3 A statute or sxecutive order mandates a reimbursable “highei level of
service” whien, as comipated to the legal requirémenits in effsct immediately before the enactrnent

of the test claim legislation, it i increases the actual level of governmental service to the public
- provided in the existing' progﬂm

. “Thus, in ordef for a statiite to-be subjéctto article XIII B, section 6 of the California Consututlon, '
the statutory languagb must ordér o ¢ommand that locl governiental- agenmes performen .
activity or task. If the stitutory languaga does not mandate local egencies to perform a task, then
compliance with the test claim &tatite is within the discretion of the local agonoy and a
reimburseble state mandatod program does not exiat.

As described below, thére are a number of Edication Code sections alléged in the test claim
ﬁlmg that are helpful in understatiding the State Teachérs’ Rstuement System, but thay do not
require any mandatory activities of school distriets,

Educarzan Code Sections 22000 231192 : 22119 5‘ 221’4(5f 22501 22502 22503 22504 22711
and 22712.5: ' i '

Education Code section 22000 simply indicates the short title of the act and stateg that the part
“may be cited as the State Teachers’ Retirement Law;” it does not mandate school districts to do
anyt.bmg, and is fhorofore not aub] sct to arocle X1 B section 6 of the Cahforma Consutl.mon

-

_ Tequirements relevant to CalSTRS but do not require. any mandatory actwmes for be perforrned
" by school district smployers, and thus are not programs subject to article patl B, section 6:

" including Eduéation Code sections 22119.2, 22119.5, 22146, 22501, 22502, 22503 22504,
22711, and:22712.5. The substance of these sections will bs briefly sumimarized below, the full
text of each is included in the exhibits to the test claim filings. '

Education Code section 22119.2 provides a definition of “creditable oompensatio_n" as
remuneration that is payable in-cesh by an employer to all persons in the same class of

B Lucia Madr Um_!ﬁed School Dist., supra, 44 Cal3d 830, 836.

% County of Los Angeles, supra, 43 Cal.3d 46, 56; San Dzego Umﬁed School Dz.s'rrz'ct .s'upra
33 Cal.4th B59, 874,

21 San Diego Uniﬁed School Dzst supra 33 Cal.4th 859, 878; Lucia Mar supra, 44 Cal 3d 830, 0
B335, _ . ‘ .
| ' Statement of Decision
CalSTRS (01-TC-02, 02-TC-19)

116




employees and is pmd to an employea for, perferming cred:table serwce," including-salary;-Psior- -
law for the State Teachers’ Retirement System:defined “fcompensation” and ‘salafy’™ <~ . ..

: 'mterchangeably under former Education Code section 22114, and the definition:was Bﬂnﬂaf but: -

.. -natidentical, tp the current definition of “creditable compensatlon Educatmn Code, sactmn ’
o - 221195 deﬁnes “credxtable servxce 'ras anyllsted agﬁv:’ry pe ormed by ag mcfwld '

. .. -credgntialed; c-.e;uﬁcated ot o thég;ms

' Eciucatlon Code section: '22146‘ deﬁnes “mbeni’ of the Deﬁned Beneﬁt Program; as*one “who e
.. has performcd creditableservice. ...and has eatned creditable compensahon " Prior law prowded.....--
'deﬁmtlons of “member” for the re‘gremam gystem, including teachers and other credentialed .

LM

"gb,,ze'apom on J' i o ..:'4-;.-- .

B 3

l‘ .
.";

employees, hbranans, cougselo{sa .mper;ptencients ;mi'l dgpuﬁes

Education Code section: 22504 describes mémbersmp eligibility in the State Teachers :
Retirement System for full-time employees, Education Code sections 22502; 22503 and: 22504
describe-membership eligibility for-various non-full-time- employees those at 50% or greater-
time-base; substitute employees who work 100 or-more days ina schocrl year for one dmtnet* angd -
certain hourly and’ dmly part-time employees. .

Eduégtion Codé section 23711 is'a dirdbtiverto CalSTRS to grant ervice créidit for c.ﬁ Eensate.d
leave time by at émfaioyea whio is “an &labted oﬁcer of 4n ertiployee organization," if Biath, fhe
member and meribtt's employer mitkes thé ﬁppropnaxe contributions fo the Teachers® ..

- Retifément Fuiid as if the femmber were perfotriing creditabls sérvice. Bducution' Code section

22712.5 is a directive to CalSTRS to grant service crédit for ¢ertain “commumty service
teachers" who are sefving in otherwise nonquahfyung positions:’

In summa‘ry the Commisgion firds that Education Code’ sectlons 23119, 2, 221 19.5, 22146
22501, 22502 22503, 22504 22711, dhd 22712,5 “daﬁne {éring uked in the  code, afe direchves to
CalSTRS, ‘ot othbrwisé do ‘not reqﬁlre any miliidatory activitids t be peiformed BS/ school chs&lct
employers, and thiis are ‘not subject to atticle X1 B, secton 6. :

Education Code Secnans 22 7I 3 2271 4 2271 7.2271_7..5 22800 22801 22803 ang 22851 s
A number- of the cla.ungd code sactmns dea,l with “semce credlt,” but: these descnba optmna.l

estabhshed by prior Ia.w

Educatlon Codé section 22713 prcmdes én optlon for schbal: dlﬁtncts to-establish regulatmns o .

ellow a full-time employee to redute their workload, bt still receive full-timé Seriiod credit.
The sectioni provided that distiicts “may establish regulaﬁn‘ns " anid then if they do, those .
regulations miust contaifl certain provisiotis, aid the emiployer thust follow other speclﬁc
procedures to implement the optional “reduced workload program.” Such requirements aré
factually similar to the case iniXern High School Dist,, supra, 30 Gal4th 727, 743; where the -
California Supreme Court.found thaywhen school districts viluntarily establish school-site .

~ councils, costs of activities required for school site councils are not reimbursable because “the

proper focus under a legal compulsion inquiry is upon the nature of claimarits’ participation in

b

28 Por 'example,- the earlier definition of ‘!aompénsaﬁon-’-' and “salary” excluded payﬁisnts for
summer school employment, which is included under the current definition of “creditablés .-
compensation.” _ | o mpei
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. Bducéitiol Code’ secﬁon‘227“1‘4 pr‘bﬁdes thiit & gové'x‘m.ug board 6 “ﬁch&él giwtnct, cothty’ oﬁﬁce

S -." may ercouragé tetirement by off‘enng B adthﬁénat oo ’y‘em‘ﬁ oFiaics: créd:lf The .- b Lo

) " Comrmission ﬁndsthanthm is also BRy: optlonal progrm and mnot subject to a:rtlcle XTI B; e
' ‘. " sachun Gtzgv ':.’ R ek , TR T ---_'1":,' -i s

the: underlymg' programs thémselves‘?? Thetefors, the Gominlssmn finds: thaﬁE&ucahon Cods .;;

section 22713 does unoweqmre any ma.ndatory activities of school dlsincts' and:is net subject to
‘tarhole}ﬂIHB section.6;.- co R g ez -

.-.,.

"of educaﬁoﬁ, St dothmmiufity coltess ciwtnc’c’ (élll are’ achool dxstncfa’ u.hd' "Gy, Code, § 17519) |

W
. ._ ‘l"l

'Educatlbzi CoHd Fectioh 22"71’7 provldes fot ’sefvxcé érech!f ﬁ‘n’r Atetimitilatad siéfc ieeﬁ}e 'Ihe bn.'l
part of the code sectioni that requires actish ofl the Bartof the fchoo! disteivt efiployéris- -
subdivision (¢} Subdivision{c) requires that “the employar ghall certify to-the board, within. 30 o
days-following the effectiveldate of the member®s service retirement, the: siumber:of-days of: -
accurnulated and tinused leave of absence for illness or injury that the memiber was-entitled to on
the final day of employment.”. Longstanding, prior law (Ed. Cede, §.22719, Stats. 1976, ch.1010,
and prekusly Ed, Code § 14004, added by Stats, 1974, ch. 89) provided that “fhe.school district

or oth loying agancy shall certify fo the Teachers' Re;tlrement Board the 1%umber of days of -
accm;?v bt and unuae leave of absance for ﬂ]nass or mJury to, which t]_;e oyge ia enhﬂed _
on his final d,ﬂ. q efnp! oymaﬂi‘.." 'Ihe;a ore, thep Comm:ssmn ﬁnds g_tcm Code section

22717 does not :eq]me any’ Fvn&es of schooi dwfncta thai were, not :,equu'ed un&pr prior law,
and thivs is not sub.]e?f to artic, s sacuon 6, _

Education Code section 22717.5 provades for servlcemdlt “fmn each unused day of educatmnal
leave credit.” However, the code section only applie es to memberg, who are retiring gs state
smplqyees but qle.ctqt_i_to remain men:}bgrs of Ca]S ra}:h thnn joig 4 the. Pub].lc Employees
Refiremisnt § ?' f ) whe;; ey enfered stafe  service. The Couimission ﬁgds that the . -
refersnos 1o empfoyer“ £ this section s fo the, sfafa employer — there is no 1ocal agency
requirement mb] ect to article XTI B, sectlon 6.

Educatioh Code-sectiofi 22800 addressss cbrrdboratmg statements needed byd men:ibar of the
retirement.systm to subdtihtists claims of permissive afid additional service aredit! Prior-

-~ versions of the code séction (Bd. Code, '§ 22701, Stts, 1976, ck.1010; fortmetly Bd. Code

§ 13980.1, added by Stats, 1974, ch. 1153) have long provided that “[c]laims:for creditable
service- Bhall be comroborated by & statement from the supenntendent of schpgls of gustodign of”
records qf the amgloy;ng agency ‘or public, school where the service was performad " Therefare,
the Commsmgn finds that Educahnn Cods, sectlon 92800 doeg not.require any. activities of

school districts that were not reqmred undar pnor law, and thus is not subject,to article XIII B
section 6. '

_ Educatron Code sectlon 22801 end 22803 alse: address iggues of addiﬁonal satvice credit that
may be eIected by 8 member of CalSTRS Under Sectmﬁ 22801, the law prowdes the terms of

el

2 Bven if it is successﬁﬂly argued that Thls is-notan op’aonal program, but one that mustbe .
undertaken if the district governing board determines it is in “the best intérests of the distriet,” -
the statute also requires that the school district must certify that the action “would result in & et
savings 1o the district.”Therefore a district cannot mest the requirementrof showing that they
have incurred 1ncreasad costs mandated by the state.
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payment of contributions by the member for. sueh elected service cxedlt,.mgludmg interest,
Subdivision (d) is the only portion of the law that adql:esses the school district employer, and

. states: “(d) The employer may pay the amount: reqmred as'empiloyet contnﬁuhons for addthonﬂl
. . servics creditedunder paragraphs (2), (6), (7), (8), endi(9) of subdivision (g) of Sectien! 22803 "

" Section 22803 lists ten possibilities; for elective servipe- eredlt, such g8 teaching performed in e
", Califotnia pubic universities or co]leges, or timé SPEnt on cerfam ) proved?eaves or: sa.bbatlcals AR

There i3 no state-mandated requirement in these sections for thie schoal district employer to’

_

engage in sy administrative activities, or even to pay.ashare, of cogtay therefore the Comsmnission -

finds that Education Code section 22801 a.nd 22803 are not sub_]ect to artlcle XIII B, secﬁon 6.

Education Code section 22851 promdes for electwe seryice crecht for the pened of time a-
member hes n “ehgible périod of service it the utiiformed sefvides™ Thisis sub_] getto’

- applicable tédetal TaW (38°UIS.CLA. §'4301 et seq., “lEmﬁloymBht and REemplojrment Rigﬁts of

Meniber§ of the Uhiformed Services”), and ohly 'apphes if they retiftn to Work 1ithe: Sarme schdol
district thilit thély Wert extipldyéd with prior {64heir rhihtary SetHios In ‘ordet fo qualify, the
member rifist paythe contribution amcurit thet they woiild have paid should they have beer

eent:.uﬁously stiiploysd-by the 'district, Bdiicatiod Code séttion 22851 does not reqmre ANy sthite- -

matfdatsd admiristrative dotivitish or share of coéts 5§ the' achiool disttict employer; any activities
or respbiiibilities detiéribed aré for the member, CaISTRS, ot are dthetwisa Tequired by fedsral
law: Therefore, the Commission ﬁ.nds that Edticatnon Code sedtion 27851 i8 not subject to ai'tlcle

. XIII B, section 6.
Increased Costs for an Employers’ Share of Retirement Contrzbuaam' Are Nat Rezmbursable ,

Under Mandates Law

Educaﬂon _C’ode: Secnom 22002- 22950 and 22951 ;

Sttie of thé ¢6ds sbetibns claimsd’ dlscuss the éhployet's shﬂ:e of coiittibution tewards the
defined benéfit program, and specify the perceiitages of cortipensation tequiréd. Claimants Bsgert

that any increased employer copts fpr retirement eonmbutmne, ,when pompared to pnor law, are
reimbursgble. -

o

Education Code section 22002 subdmston (b) incliades the LEglslatme g pohcy statement that
“[e]atployers sall contritiité a percentage of the totdl creditablé dompésisation off which

member sontributions are based.” This is defived fom loﬂgstandmg pﬁor laW, Which hes been. =

amended fo réplace the term “salary" with “etéditable comperisation,”** (Fortmst Bd. Cods;
§ 22002, Stats. 1976, ch.1010, and previously the 1959 Ed. Code, § 13804.)

Education Codé section-22950 and 22951 establish the peréentages of ¢reditable‘tompensation
that the school district emfloyet tust pay, Bducation Cods séetibri 22950, subdivisior: ()
requires that “(g) Emplu?ere shall conttibiite fonthly fo the systém 8'pércent of the cteditable
compensation upon which members" cofitribittiosis ithdsr this part are biased.” Forimér Education
Code section 14100:lI provided that the schopl districts “shall contribute monthly.the following
percentages of the total salaries upon which members conmbutmns are based:™

0 gep the text regardmg Education Code section 22119.2, at page 12.

1. The section was added by Statittes 1973y chapter 1305, and thien remumbered as section 22950 .

by Statutes 1976, chapter 1010 (the 1976 reorgamza.tlon of the Education Code).
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(@ Far: ﬁacalryear end'mg .Iune 30 1973 vniiinn.. 3.2%

.+ (B) ot Hhcal yéer Sading Tune 30,1674 ,.-‘.j... -
Cc) For ﬁscalyear andmg June 30 1975 8% .
T (d)ForﬁséalXé‘af‘e;{dingJunSBO 1976, ........;....ss%':" ST
(B)Forﬁscal yeart, endnguneBO ]_,977,. ..... ‘_-,_.n..... 4%_,_3 B " Tl
----- < (8 For Fgbiliyer Endilig St 3G, 578" 72% o
(g)ForallﬁscalyearsafterJuneSO 1973.....-'.'... 3% |

" Article X1II. B, aectmn 6, subd.wm:oq‘(aj( f), prm{;des that the Legwiature maed not fund -
“Legislative mandates  enagted prior to Ja:xuary 1, 1975, Tha law requiring & an eiLght percant
J,oyer ntnbuhon affer. June 30, 1978 B enactad in 1971, therefore thxq is not subject to
grficle B, sectlon 6 he: law O requires that the :.15111': percent, cuntnbunqn 1s<ba§ed on
credxtabla compgnqp.ﬁon, ag claﬁngd by Education Codg section 22119, 2,“mstead of the old -

s definition of “aalanes, under» former Eggc.atmn Coqlg gection. 221 14.. The definitions are similar,

“but therq are differences t]:u:J; pouid rssult in mcrqased cosjs to the school dwtpct employer.. For
example, t,hp amended Iaw, 8 schnpl d;slpct ig, responmbla for the employerq ahn:e of .
contnbutmn for summer achool sajmy earned by an employee This.wes excluded under, the. old-

definition of “compensafion” and “selary,” but is included in the deﬁmtlon of’ “credﬂable
compensahon "

Educafion Gode section 22651 pruwdes that schoof district amployers Ehﬂll Qonmb;.y;c .
additional quarter percent (0.25%) over any other contribution required. This law was denve .
from former sechon 23400.1, which was first added to the Bducatiofi Code by Statutes 1985,
chapter.1597.2 Like Eduq:aﬁon Codg section22950, above, the percentage.is now.basgd on'the

statutory. deﬁmton of creditable.compsnsation, where itused to be based on “salaries,”

. 'While séhiool' distriets will likél§ ihcur iricréabid-casty fot retitement contribiftions-4s & tésult of
the test claim statutes (particularly when combined with the emended definition of craditable
compensatipn), a showing: of increased. costs is:npt dsterminative of ‘whather the legislation,

" imposes a reimbursable statq-mandatedkprogram. The. Cahforma Supreme Court has repeatedly
ruled that svidence of additionsl cogis plone do:ngt regult in a reimbyrsable siate-mandated

" program under article XI!I B, Sppﬁon 6 3 Tha Coif al.so found:in Sucig Mar, supra; 44 Cal.3d
830, 835:

We reco gmzathat, g8 is made n;disputably clear from the language ef the . -
nonsh.tut;qnal provision,loca],entities are not enfitled to reimburgement fop all
increased .costs mandated by state 1aw, but. only those costs resulfing.from a new
Program.or.an mcreased level of service imposed upon them by the state.

Comments filed'by the stats’ Hgélimes, DOF and CalSTRS; both asseit that case 1aw mterpretmg
erticle XTI B, section 6;iricluding C’ounry of Los Angeles, supr& City of Andheim v. State of

% Statutes 1985, chapter 1597 was not included in the test claim allegations.

3 County of Lo Argeles; supra, 43 Cal.3d at page 54 seé also, Kern High Schaal Dist;, supra,
30 Cal.4th 72‘7 735 : .
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California (1987) 189 Cal.App.3d 1478, and City. of R;chmond v, Cammz.s'smr; on State Mandates

(1998) 64 Cal.App.4th 1190, results in a finding that “the provision by public school employers

~ . of monthly [State Teachers Retirement Sydtern} cfitributions On ‘behaif'of their employees is
~not a program thatgmwdes 2 servme to the ptbfw or, that is muque fo lbcall govem:ﬂent s B

RO e ey,

l ‘,- .. Clmmant, Santa Mnmpa GED, argues thai the cqses are dlstmgmshable ﬁ'gm the test cla.up at
- issue here.’ ‘First, the CalSTRS statutes ‘and teacher penslens aré unigue.to- leeal; gpvemment

which, thie claimant states ‘is dwtmct from the_workers cnmpensauon cases of C‘oumy af ‘
Los Argdlés and Ciy. ofRichniond R : .

The c1a1mant also argues that this clm.m is dmlnnguzshable from City of Anaherm ‘which’ dealt
with highf lo6al government empleyef' costs for PBRS The clairdant erguss that in Sontrast to
the City df. Anaﬁwxm statute that Te ’ced in higher tosts to local agencies, bu’c did not require -
action except on the part ofthe sta,te agency, Ca]PERS fhie instant test claft statutes reqmre that -
the claimant “‘do somethmg‘ Le. it tequires 1tFo 'indice contriBuuons 16 CalSTRS in mtuatmns
where none werg  redfired” prior to {hat legislatio

The Commission notes that makmg eonmbuhons to CalSTRS is not ngw.~ AD employer ghare of
contributions to CelSTRS hgs. been continuousty requued under current and previous versions of
Education Code-section 22950:* Even before the test olaim statutes, the amount contributed by -
the school district employer would change regularly depending on the number of employees -
eligible; and their cursent compensation. In order for the.claiment’s argument distinguishifiy the
Anaheim caseto suer.'.eed, they must still prove that the stamtes - faotlmandate & NeW Program or
thher level of seryice in an existing program.

In Counzy of Los Arigeles, supra, 43 Cai 3d 46, 4he Court addressed the eetsts incutred as & result
of legislation that required locel agencies to provide the same ihtreased level of wérkérs'
compensation benefits for their employess.as private individuals or organizations, wefe requu-ed
to ptovide to-their employees. The Supreme Court recognized that-workers’ compensatiodis not
A new program and,. thus,xthe court determined whether the legislation imposed a higher level.of .
service.on local agenciss,’” The coust defined.a “h1gher level of service” gs “state mandated
increases in the services prawded by local agenc1es in exmtmg PrOETAIDS. E (Emphasm added. )

. Loolcmg at the langnage of artmle XZI]I B, section @ then, it seams clear that by
- itself the term “higher level of service” is meaningless. It_ Tust be read in
corgunctmn with the predecessor phrase “new program” tg give it mean;ng Thua
read, it i apparent thet the subvention reqmremteut for incressed or highet level of
service is dueetecl to stats mandated increases in the services prowded by local
agenoies in EX.IB‘l.‘mg “programs.” .

A
v

* DOF’s December 4, 2001 comments on test claim 01-TC-02 page 3, anld the Iuly 24, 2003
comments on tegt claim 02-TC-19, page 3.

* Claimant, Santa Monica CCD's rebuttal to DOF, dated August 15, 2003, pages 3-4.

3¢ The actual mechanisms for malﬂng those payments iz governed by Education Codé section
123000 et seq., also longstandmg prior law, which.was not included in the test claim pleadings.

ks County of Los Angel‘e.s' supra, 43 Cal. 3d at page 56.
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The. Supreme Court it County of Los Angeles- oontmued

The concern which prompted the mclusmn of section 6 in article XIIT B was the
perceived at'tempt by-the state to enact leglslatlon or adopt admmlsh'auve orders
, oroatmg programs to be administered by Iocal agencies, thereby hansferrmg to
- those agenciss the fiscal responsibility for E'growdmg semces thch the state
o beheved should: be extended d the public.” : R

’I‘he court held that relmbmeement for the mereased costs of provxdmg WUrIcers compensanou
. benefits to employees was riot reqmred. ' .

Seohon 6 hasno appheatlon to, a.ud the mte need not prov1de subvenhon for, the
*costs inturred by local agencies in providing to their employees the samé iricrease .
- in workers® eompensatmn beneﬁfs that employees of pnvate mdmduals or
_ orgqmzahons receive, Workers oompensahon is not a pro gram adm:.mstered by

locél agencies to provide service to the public. A.lthough local agencies ) must

provide benefits to their employees either through insurance or direct payment,

they are mdmungmahable in this fespect from private employers .., In no sepse’

can employers, public-or piivate, be cofsideredto be adm.lmStrators of & program

of'workers’ compensation orto be providing services incidentsl to adrhinistration
- of the program. ‘Workers" eompensauoxi is admmlstered by the state ..

* Therefore, although the state Tequires that employers provxde worlcers
compensation-for. nonexempt categories of employees, increases in the cost of
providing this employee benefit are not subjeot to reimbursement ag state-
mendated programs or higher levels of servme within the meamng of eeohon 6.
(Id at,pp. 57-58, i, omitted.)

Although “[tThe law: increased the cost of employing pubhe servants, .., it dmd not4in any tangible
manner increase the level of service provided by those employees to the public.” (San Diego
Uniﬁed School Dist., supra, 33 Cal.4th 859, 875.) In this sense, the present consolidated test
claim i3 indistinguishable fromthe. analysis presented by the Oou.rt in C‘ounty of Los Angeles.

City of Richmond, supra, 64 Cal.App.4th 1190, lmularly held that requiring local govemments fo
provide death benefits to local safety officers, under both PERS .and the workers’ compensation
- system, did not constitute a higher level of service to the public: The'court stated: -

Inoreaemg the cost of prowdmg services canriot Be equated ‘With requ;mng AR

" incréased Tovel of sefvice unider a section 6 analysm A higher cost to thié local
govertiment for compensating 1ts employees is not the same &g a hlgher cost of
providing services to the public.®®

The court also found that “[a]lthough a law is addressed only to loc 4§overxn:|:1enta and imposes .
new costs on them, it may still not be & reimbursable state mandate.”

¥ Id. at pages 56 57..
E City of chhmond .s'upra, 64 Cal.App. 1190, 1196.
0 Id. at page 1197.

. .
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In C'iz:v of. Anahexm, supira, 189 Cal:App.3d:- 1478, the court defermmedthatan increase.iPERS
- benefits to retired employees, which resulted in & h1gher conttibution rate by local governments
does not GODStltute a hlgher level ef servxce to the pubhc In thlﬂ ease the. f;.ourt feu;xd thaj;

. .Whﬂe foousing ¢ en the exeephens to reimbursement, Cxty convemenﬂy presumes o |
_ _that tthe tept cleum statute] mandated a fughe;' ieve[ of service o lggal”
o ‘govemment, ap;rereqmstte o rexmbmaergent“when eu; e:iiatmg pragram 15

- delﬁB

. . v 1= . . L
i TR PJ P LN Jendl. R T R L S "'l-" T "’?‘\' A% ebinrSh e e

‘.‘J‘;'j"".

C1ty 8.claim for re:mbursement ‘must fail for the fo]]owmg redsons: (1) [the tést:
" - claim statuts] did not coriipel City to do anything; {2) any increase in cost to: Clty
- was'only incidental to PERS’ ‘compliance. with [the tost claim statute]; and (3)
pension pe;rments to retired empleyees do not consutute a “program or’ semce
88 that terin is used in section 6 )

Here, Sa.ufa Monica CCD -argues that “[t]he test cleim legmlatten alleges that certam employees,
" previously téquired to be excluded in the retirement program, now be included in the program.
The test claim legisletion alleges.that certain employees’ activities; previously exclided fom the -
refirepaent Drogtem, noY | beincluded in that program. Therefore, those portions of the mandated
retirement Hrogtam are'a “new | program.“’ (zﬁqgg, 15 2(562 re'buttal ie’tfers Pp..4-5) The court in
Anaheim Yound that an increass in pensmn benefits o em ;B ayges 3 Was not 8 “program or -
“service” within the meaning of article XI]I B, section 6.

Also, like the claimant here the slaitiiait i City of Avinheim: ~ ' - #

~  argues that since. ['t]ge lIest clau;q, staqltq] specl.ﬁcally dealt with pensmps fcvrt publzc
employees, it imposec upique requir ements, on oeal gpvemmenfs that did not
apply to gl state remdents or enut;es [Foomote pm.ttted emphasig in ungmal ]

However, the court contmued

_ Such an argument, while appealmg on the surface, must fail. As noted above, [the
- -gtatute] mandated increased costs to a state agency, not a local government Also, :
: PERS is nota program ad:mmstered by.local agencies.

Moreovei- the goals of atticle Xiii B of the Cﬂhfumm Constltuuon “were to

protect residents from excessive taxatiofi and gbvcmment s‘pendmg [and]
preclud[e] a shift.of financial respenazbmty fop carrying out goveriimental. ..
functions from the state to local agencies: ., Bearing the costs of salaries,
unemploymerit insurance, and workers' cempenea,tmn coverage-costs which, all
employers tmust bear-néither threatens excessive taxation or governmental -
spending, nor shifts from the-state to a local agency the expense of providing

. Bovernmental services,” (Coumj) of Los Angeles v. State of. C’aly'ornia, supra, 43
Cal.3d at p. 61.) Similarty, Clty is faced with @ higher cost af Gompemahan ta ity

- employees. This is not the same as a higher cost of providmg .s'ervices to the
public [Emphasm adtied footnete omitted] '

1 City of Anaheim, supra, 189 Cal.A}ﬁp.Sd at page 1482,
“ bid, .
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Therefore, the court cencluded thatthe test clmm statute d1d “nut fall;mthm the scope of
BBGHDILG’ o - s o e Y o .

- 111 .S'an Diegh UfuﬁeaTSchool Disr supra, 33 Cal. 4th &t pages 876-877 the Couirt hsld

. Viewsd' fogethér these oRse (Cduntj) af La.s' Angeles, ﬁra 45 -Cpl Ad 46; €} of’
-+ Sacramento; Pra, 50 CQTB’HSI anid Cify Richrh hd, Sy, 64 Cal: App 4 re e el
" 3150y gt i ek it A1) VokBAF € A o ot g
... incredse the costs borne:by:local govemment in providz’ng services,. t]:urdoes n,ot ST

‘necessarily:pstablish that the law or order: constitites ani dncreased o s‘zigher levef

of thé resulting “service'to the ‘plblic™ under article XL B; seotion 6, and

Govemmeni Code section 17514 EEmphasxs i ongmal] -

The test cldim stanites crédte d sitnatioh s in Cily of d¥iaheim, whets the emplo ref may be

faced with “a higher cost of compensation to its employess,” As'held by the court, “{t]his is not

. the same ds & higher cost of providing servicesito the pubilic.,”™ Therefore, the Commission finds
thet increased costs resultmg fromithe test claim. statutes, Education Cods seetlons 22002 22950, -

_and.22951, without more, are not srub_]ect to artigle XTI B, section 6., .

Issue 2! Do the remamm test cllum statufes mandafe #ew) rogram iy hlgher Ievel
of semcb on Tocal agencles within ihe meanmg of aiticle X B, Béﬂtion 6 of
the Callfornia Constitution? '

Education Code Sections 22455.5 22460 22509, 22718, 22724 and22852

Finally, a number of the test claim statuteg recr[ulre that the school dlstnct Ploye,r engage in
reporting and notled acpwues THS dtate ﬂéencles afgud that thess claims Aol be 1o jected on
the same ratiohale s the cast law dmcussed ab?ve The Commssfiot cfmagrees Tﬁo 8 ‘cases did.
not include faéts Whére tHers werd dishinct & rativ activities téguired by. the test claam
statutes, in addition to the higher contribution costs alleged.

Education Code section 22455.5, as-added by Statutes 1954, chapter 603,: and amend,ed by

Statutes 1996, chapter 634, and Statutes 1999, chapter 939 requires that employers provide

information to new employees about the de;ﬁned benefit plan, The Gommission finds that the

followmg is & new actmty reqmred by Edqcauon Code sectmn 22455 5 subdmsmn (b),
rem:ltmg in a new pi'ogra,m or I:ughe: level of service;. - N

. Employers shall: make avmlable ctiteria for membershap, meludmg uptmnai membershlp,
in a timely mannet to all persens employed 4o perform.creditable service subject 10
coverage by the Defined Benefit Pfoptam, and-shall inform part-time and.:substitute
employees, within 30 days of the date of hire, that they iy elect membership in the
plan's Defined Benefit Program at'ahy time while. employed

Writtén aclmowledgment by ‘the employee shall be mamtmned ine employer files on a
form prowde‘d by (’falSTRS o

Education Code secton 22460 repealed and reenam‘.ed hy Statutes 2000 chapter ] 1021, reqmres
gpecific notlﬁca.uon to employees who terminate with less than five years of credited service.

AL To e

% Id. at pages 1483-1484,
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e gen

The law wds derived from former Education Code section 23108, renumbered es- sectlon 22460
by Statutes 1993, chapter 893 which read as follows

'Employmg school districts and other employmg agenolee shall nonfy all members L
" who terminate employment with less than five years’ credited Califormia eemee '
. that the only benefit for which they are eligible at any time'is therefind of . : -
o aeeumulated eontnbrmons the'rate of interest which w:ll be earned, and eeﬁons =
" which may be taken by the board if such’ oontnbutlone are not mthdrawn .
" Employing school districts and other employmg agents shali trensmit such
information te thie member as-pait of the usual separatlon doeumente

: The information required for the notice is slightly different now, mcludmg references to the

Defined Benefit Supplement account; therefore, the Commission finds that Education Code
section 22460, as repealed arid reenacted, mandates a new prograin or higher level of service for

the followmg one-‘ame activity:

Amend the notice that employere tranemzt foa member who terminates employment with

. less than five years of credited service, as pat of the usual eeparatlon documents, to.
include the specific information specified in Eduoanon Code sectipn 22460, subdivision
{a)(1) - (3), regarding the Defined Benefit Supplement account.

Education Code section 22509, as repealed and reenacted by Statutes 1996, chapter 383, and
amendgd by Statutes 1997, chapter 838, tequires that for new employees who may choose ™
between memhershrp in CaJPERS or CalSTRS, thé school district employer “shall inform the
employes of the right to make &n election and shall'mske ava.ﬂable to the employee- written
information™ provrded by CalPERS and CelSTR.S to assist in the decision. The Commission
finds that this is 4 new notice requirement when compared to prior law, and Education Code.

section 22509, subdivision (a) mendates anew program or higher level of service for the
followmg actmty

© Within 10 workmg days of the date of hife of an employee who has the nght to make an
™ election pursuant to Education Code section 22508 or 22508.5, the employer shall inform
the employee of the right to maks an election to CalSTRS or CeJPERS and shall make -
available to the employee wntten information provrded by eachi fetirement system

- eoneemmé the bengfits provided under thet retirefhent system to. assu’.t the. employee in_.
ma]culg an election. ‘

. Education Code sections 22718 a.nd 22724 adclrees service eredlt authorized for, “excess srelc

Jeave.” Excess sick leave ig sick leave granted by an employer at arate greater than “one day per
pay period of at least, four weeles,” If excess sick leave is granted by an employer and is not
entirely used, it cen increasg a member 8 service eredrt at the retirement of the member, the -
employer will be billed for the present valiie of the service credit. Reimbursement for the costs
of the service credit billed to the employer is denied on the same rationale regarding Education
Code sections 22002, 22950 and 22951, above: an employer’s increased contribution costs to a

pension plan is not & program, or a new program or higher leve] of semce, pursuant to arhele
X111 B, section 6,

However, Education Code séction 22718, as emended by Statutes 1999, chapter 939, requiires for
the first time thiat “tHe employer shall also certify the number of unused excess sick ledve days.”
Edueanon Code section 22724, as added by Statutes 1999, ehapter 939,-describes the méthod of
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calculation for the-certifigation of extess sick ledve: The Comnission: finds thit this c&rtification .
requirement regults in & new report to the state-when cotdpated ¢ prior law; 4rd therefore B
- Bducation.Codg sections 2271 B, subdmsmn (q)(l)(A), ppd section 22724; mandate BDEW., -

program. .r h1gher le,veii ptﬁ semee, fog; the, fellomng eetmheg,,\ A

. The employer Bﬁnl[ oemfytha mlmbe'k‘ SFimisisd excons mek leave"&ays o the X —_—
' CalSTRS*o} tmiﬁ’g’ihé"m'ﬁ'efsﬂlbfﬁ’g t]ie*iﬁéﬂiod’bf oalctﬂaﬁ”on ’diéécnbed m** S
Educatlon CodBSeotoq22724 suﬁdi‘hamh"fa) ..:'*, VR ST ! e

‘s Upon request from thg CalS"R.S Board, the employer sball subnnt stck leetfp
- records of past years for aud:t purposes, -

Eduoatmn Code seotlon 2285 2 prowdes fog employer contnbuuons for electwe gemoe oredxt for
memberq of the arm,ed.\sengoes vyho are reemployed vuth a, ae]moi d;gtl;lct following & penod of -
military service. Reimbufsement for the costs of the service credit bilied to the ,employ,,er is
denied on the same retionale regarding Education Code sections 22002, 22950 and 22951
- abdver afy employer g'inctatsed dontiibition costs to a pedkiof’ plan ifnofa program OF & new
program of highisr [8vel 6f service, pursuantto article XII B, sedtion 6, However, Bducation
- Code sectioh 22852; as addad end amerided by the test olaim stetutes, requtres a reporting
activity that was not required under priot law.: - -

CalSTRS.January 30; 2007 comitents,'page 7; Maintain that “this  provision i consistent with
Federal Law.. .and'tould bé condiderad a feders] mandate.” The: Comrmshmn finds o fedepil
law requiting employera to provide itiforniation to the't Stdte regardmg are'h&rmng erﬁijloyee m‘the
mannet tegilired By Edirdtion Codd-sectién: 22852 Thus; ts Cotfimission fifids Fitticatibn

Code section 22852, Subﬁx‘vismn (e) mandates a fiew progrﬁm or- ]:ug’her le‘vel of getvice for the
 following achwﬁy‘ '

o The employer shall prov1de information to CalSTRS regardmg the reemployment of a
member who is subject to federal law regarding the reemployment of military service

. persontisl (38-U.8:C. A, § 4301 ét seq; ) oft's: form préscribed by CalSTRS Mﬂ:lin 30 days
ofthid date of reemployment. _

* Finally, CaISTRS a;gu,es ﬂf t all of, the aotmtles xdeptﬂied re ult in Bosts that are “modest,

. incidental, 6t de miniyus end ire thug not. rermbursable pursuant io the California gupreme _
Couit's decmmn in'Sam Dtiego Unified School Dist,, supra, 33 Cal.4th 859, 890." Tj;le; an Diego
Unified School Dist. decision must be examined in context. The portion of the decision cited

- addresses the mandats claim fof providirg due Procéss it ‘discretionaty e:q:ulsxon proceedings.

The decision states thatchallenged state rlﬁes or proeed‘m'es that-dre ifitehded to iniflethent ax

applicable feferal Taw-arid whoséfsosts are, in context, de minirits-should be-trekted as part -

and parcel of the federal mandate - 'I‘he Courl: tecognized” that it was ﬁnreahs’qc to l=3xpeot the

.....

- CalSTRS I anuary 30, 2007 eommems, page 6, arguethat the “record retenuon requifemeént” is
" not reimbursable becauss personnel records are required to be kept a minimum of two years ‘

under prior law. The new actjvity identified is to “submit sick leave records, of past years,” npon

request.; There is no gvidence in the record that this activity was required by pnor 1e.w; .

4 CalSTRS Comments,Jarigary 30, 2007, page 4.

]
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Comimission to determine which statutory procedurss were required for minimum federal
standards of due process, versus any “excess” due-proeess standards only required by the state,

There is o eviderice that the statutes creating or altenng fotice and repomng requ].rements

- presenﬂy before thg Comimission ere “part and pa.roel" f a federal mandate, and they can eesﬂy _' L
... be separated from the. other costs of the retiremerit progra.m ‘When a new program of h:gher '
" level of § service ia identified, the cost threshold for proying & reimbursable state mandated. .
_ . program IS very low; curtently only $1000 ig requued in order tofilea re1mbursement elmm
7 . CelSTRS argues that because they provide the school district employers with-“the necessary

forms and nofice materials required to‘satisfy the notice and reporting requiremienis, any ¢osts to -

. the employer are shared by CalSTRS and would not solely bé reimbirsible to'the loéal agency or

school digfrict,”*é The Commission finds that for the activities identified; the claithait still has
distribution, administrative and reporting responsibilities; regardless of who printed the forms or
brochures. If a claimant has increased costs of $1000.for the identified mandated activities, then

~ they are ehglble to make a e]o.].m for re:mbu.rsement

Issue 3: Do the test clpim statutes impose costs mandated by the state pursuant to
‘ Government Code section 17514? ‘

Reimbiirsement under article X11I B, section 61s requu'ed onaly if any new program. or higher
leve] of service is'also found te impose “costs mandsted by the stats.” Goverhment Code
section 17514 defines “costs mandated by the state” es any increased cost a locel agency is
requu'ed to ingur as.aresult of a statute or executive order that mandates a new program or higher

- level 6f service. Q% -claimants, Lassen COE and San Luis Obispo COE, estimated mandated
costs i’ excess of

00 Wlnoh wes the statutory threshold for ﬁ.hng 1 test ola1m in 2001

dida deela:ant, Sen Dxego County Office of Educatxon

All of the claimants also stated that none of the Government Code section 17556 exeeptzons
apply. For the activities ligted in the conclusion below, tl;1e Commission agrees and finds

accordingly that the new program or higher level of serylee also i imposes costs mandated by the
state mthm the meaning of Govemment Code section 17514

* Bid, _
Statement of Decision
CalSTRS (01-TC-02, 02-TC-19)
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| | CONCLUSION R ®
The Comnusmon concludes that Educanon Code sections 22455.5, subdivision (b) 22460 :
,22509 subdivision (e), 22718, subdivision (a)(1 XA), 22724, and 22852, eub'divieio'n (e), impose

o mew progiams or higher levels of service for schpal districts within the meaning bf atticle XII'B, -
* - gection 6 of the Californid Constituttion, and impose ¢osts mandated by the state pursuant to o

L Government Code eeehon 17514 for the-followirg epeelﬁc new acﬁwties' .

Employers ahall make avq.ﬂable critéria for memhersth, mcluding opﬁonal membersmp, EE
ina timely manner to all persons employed to perform creditable service subjectto. -, ¢

" coverage by the Defined. Benefit Program, end shall inform part-time and substitute -

. employees, within 30:days of the date of hire, that théy may elect membersh1p in the
plan’s Defined Benefit Progra.m at any time while employed.

Written ackdowledgment by the employee shall be majntairied irt employer filesod a
form prcmded by CalSTRS. (Ed. Code, § 22455.5, subd. (b).)*

e '_‘Amend tlig noticé that émployers trastsmit to a member wht' ’cermmatee employment with
"7 "lesd'than five years of éredited servics, as part of the ususl sspiritioh documents, to
include the specific information specified in Education Code section 22440, subdivision .

(8)(1) - (3), regarding the Defined Beneﬁt Supplement account. (Bd, Code, § 22460,
_one-time activity.)*®

e Within 10 worhng days of the date of hire of ah employee who has the nght to make an

© - glettion pm'suant to BEducatiofi Code gection 22508 or 22508.5, the employer shall inform
the emiployee of the nght 10 mo.'ke an electicn to CelSTRS or CalPER.S ‘and shall make' -
available to the empldyee wiitten infofmation prov:ded by each retirement &ystem ‘
concerning the benefits provided undét that retirement syatem to- assist thé employee in
making an election. (Ed. Code, § 22509; subd. (a).)¥ .

e The employer shell certify the numbet of unvised excess sick léave days to the
CalSTRS for retifing mernibers, using the method of calculation described in
-Education Code section 22724, subdivision (8). (Bd. Cods, § 22718, subd,
@A)

41 As added and amended by Statutes 1994, chapter 603, Statutes 1996, chapter 634, and Statutes
1999, chapter 939,

All of the approved statutes and ectivities were pled in the test claim CalSTRS Service Credit
(02-TC-19), filed-on May 12, 2003, by Santa Monica CCD. Government Code section 17757
provides that “[a] test claim shall be submitted on or befors June 30 following a fiscal yearin
order to establish eligibility for reimbursement for that fiscal year,” Therefore, potential
reimbursement goes back no earlier than July 1, 2001,

% As repealed, reenacted and amended, by Statutes 2000, chapter 1021.

% As repealed, reenacted end amended, by Statutes 1996, chapter 383, and Stetutes 1997,
chapter 838.

% As amended by Statutes 1999, chapter 939.
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o Upon reguest from the CalSTRS board, the employer shall submit sick leave
_ . " records of past years for audit purposes. (Ed: Code, § 22724, subd. O

e The employer shall prcmde information to CalSTRS regardmg the reemployment ofa .
"+ thember who Is subject to federal law regarding the reemployment of military.service

B .persennal (38 U.8.C.A. § 4301 et seq.), on a form prescnbed by CalS_I_‘RS w1th1n 30 da,ys__'_l B :

B of the date of reemployment. "(Bd, Code, §22852 subd. (e) Y3z .

o The Comrmssmn concludes that Bducation Code sections 22000, 22002 2119: 2 221 19 5

" 22146,22458,22461, 22501, 22502, 22503, 22504, 22711, 22712.5, 22713, 22714, 2271‘7 o
22717.5, 22800, 22801 22803, 22851 22950 and 22951, as amended and pled, along with any .

- other test claim statutes and allegations not specifically approved above, do not impose a -
program, or a new program or higher level of service, subject to article XIII B, section 6.

5! As added by Statutes 1999, chapter 939,
52 As added and amended by Statutes 1996, chapter 680, and Statutes 1998, chapter 965.
- ' ' Statsment of Decision
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Educeﬁen Code:Sections 22455, 5; 'qudmﬂmn (b); 22460, 22509y Subdivision (a),
22’718 Subt[ivxsmn (a)(l)(A) 22724, and 22852 Subchvmon (e)

. lé;;.' " Statiitas: 1994 Chapter ’603 , ot
StatutES 1996 ‘Chepters 383; 634, end 680
Statutes 1997, Chapter 838 "
- Statutes 1998, Chapteri965 -
Statutes 1999, Chepter 939
Statutes 2000, Chapter 1021 -

Calzfomza State Teachers’ Retirement System ( CaISTR.SD Servzce Credzt
- 02-TC-19 '

Santa Monica Cemmumty College District, Claimant

L SUMMARY OF THE MANDATE

In 2001, the Lassen CourityOffice of Education and the San Luis Obzspe County Office of
Education, later Jemed by the Grant Joint Unidh: High Sehoel District, filed the test claim .
CalSTRS, Cieditable Compensation (01-TC=02) on Stetutes 1999, chapter 939, and -
Statutes 2000, chapter 1021, ag they added and. amerided Education C6de 22119:2.. In 2003,
0 the Santa,Monica Community College Dlemct ﬁled the teet claim CalST‘RS Service Gredit
(02- TC-19) on the samie- Education’ Code section and statutes bui-also fmade test ela.lm
._a]legetlen,s regardmg 28 a.cldmenal Education Code secuens The two test claims shared
commeo1 isgues, allegahons, e.nd ege;l:etes, and thyis, t.he clznme were censehdated ureuent 0 .
California que of Reguletxens fitle 2, ‘ggction, |1 83 06 ;—Iqwever, all of the approyed stetqtes
and activities were pled in the CalSTRS Sérvice Credit (02-TC-19) test c]a.un Therefere, these
. .are the parameters and guidelines for the CalSTRS Service Credit progiam.

.  On April 16,2007, the'Comnitission o State Mandatss {Commissich) adopted a Stetement ef
weere o .. Decision finditig that Education Code sections 224555, subdivision ();'22460, 22509, . o
subdivision (a), 22718, subdivision (&)(1)(A), 22724, and 22852, subdivision (&), "meeee new
programs or higher levels of service for school districts within the meaning of article X1II B,
section 6 of the California Constitution, and impose costs mandated by the state pursuant to
Government Code section 17514, for the following specific new activities:

e Employers shall meke availeble criteria for membership, including eptienal membership,
in a timely manner to all persons-employed to perform creditable service subject to
coverage by the Defined Benefit Program, and shall inform part-time and substitute
employees, within 30 days of the dete of hire, that they may elect membershlp in the
plan’s Defined Bénefit Piogram af ahy time while empioyed

Written acknowledgment by the employee shall be mamtmned in employer ﬁles ona
form prDVldBd by CalSTRS (Ed. Code, § 22455 5, sﬂbd ®).)!

! A% added and amended by Statutes 1994, chapter 603, Statutes 1996 chepter 634, and
Statutes 1999, chapter 939,
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o Amend the notice that employers transmit to 2 membér who terminiafel eploymient with - |
" less than five yearg of credited service, 23 parf.of the ys) epearat documents to .
» include the spectftb mfoﬁgfdtiéh ecﬂied lﬁ'ﬂdﬁéahoﬁ‘gi & sedtion / 2460 subd.msmn
- @(D)=B) gardmg the Dbﬁned Beneﬂt Supplement account. (Ed Code; § 2,‘2460
ne-hmeachwty) . . N -1-.r ‘..:‘..

e thhm 10 WOrkmg days of the aate ofbnéﬁf m:'t employee who has the nght to maIée A _'_' et
) eleouon purmuant to Educetlon que sactxen,t22508; or 22508 5, the- emiployer shall mform Lo
the employee of the right t6 make an electith to CaSTRS or CelPERS and shall maks - -
available to the einployee writfen informatich provided by each retirement system
. Goncerning the benefits provided under thitretirement system to assist the Employee in -
maling an election, (Bd. Code, § 22309, subd. (). )3

o The: employer shall dertify the mimber of unused excess sick leave days to the -
CalSTRS for retiring members, uging the method of calculation described in
Education Code section 22724, subd.msmn (a) (Ed. Code, § 22718, subd,
@(XA)

. Upon request from the CalSTRS board, the employer shall submit sick leave
records of past years for audit purposes. (Bd. Cotle, §72724, subde (b))’

e The employer shallﬂprowde mfermatxon to CalSTRS regarding the reemployment ofa
member who is subjectite fedérali law regarding the reenployment of m111tary service
personnel{38U.8.C.A: § 4301 et.seq.), on a-fotm prescnbed by CalSTRS v.uth,m 30 days
ofthe dateof: reempluymenh ‘(Bd-Cede, §22852; subd., (e).)?

The Comthissibn coficludes that’ Edﬂeaﬁon Gode sectichs 22000 22002 22119.2,22119.5,
22146, 22458, 92481, 52501, 23503, 22508, 72504, 23711, 22712 5,22713, 93714; 22711,
22717.5, 22800 22801, 22803, 33851, 22650 dind 20951, es amenided &hd pled,’ along with aity
other fest laifii statuEES dhd allegaﬁoﬂs not specifitally approved above, db ot impose &
proge, or  DEW rdgram or higher [6ve] of servics, suBJect to afficle X'[]I B, secﬁoﬁ G

I ELIGIBLE CLAIMANTS. - .. . S

Any "schoal district" ag.defined in Government Code gection 17519, which incury: mereased
_costs as a result of this ma.ndai:e is ehgmble to cla.tm relmbursement Charter schocle are not. .
ehgtble cla.tmants : , .

?As repealed, reenacted and amendem by Stntutes 2000 chagiter 1021,

* Asrepealed, reenacted and amen&ed, by Stamtes 1996 eha.pter 383 and Statutes 1997 chagter
838,

4 As amended by Statutes 1§99, chp.pter 939: . . . _
5 As added by Statutes 1999, chapter 939. _ .
*6 A5 added and Aménded by Statutes 1996, chapter 680; and Statutes 1998 chapter 955

K

132




- II. . PERIOD OF REIMBURSEMENT

- Government Code section 1‘7557 subdivision (&), statés that a test claim shall be submltted on or

 before June 30 following a given fiscal year to establish eligibility for that fiscal year. The -
Santa Monica Community College District filed the test cla.xm on May 12, 2003, Therefore the
reimbursement. penod begms on or after July 1, 2001,

’ _Actual costs for one fiscal year shall be moluded i each claam Eshmated cos’ts of fhe

.- subsequent year may be included on the same claim, if-applicable.” Pursuant to Govemment
Code section 17561, subdivision’ (d)(1)(A), all claims for reimbursement of initia] fiscal year
coats shall be submitted to the State Controller w1th1n 120 daya of the i 1ssuence date for the
elmmmg instructions. - -

If the total costs for & given fiscal year do not exceed $1,000, no rembmsement shall be allowed
except as otherwise allowed by Govermment Code section 17564.

Iv. RE]IVIBURSABLE ACTIVITIES

Ta be ehglble for mandated cost reimbursement for any fiscal year, only actual COBts may be
claimed. Actual costs are those costs actually incurred to implement: the mandated activities.

~ Actual costs'must be traceable and supported by source documetits that show the validity of such
costs, when they.were inciirred; and their relationship to the reirhbursablé activities. A source
document is a decument created at or neat the same time the actisl cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts,

Evidence corroborating the source documents may include,:but is not limited to, worksheets cost
- allocation reports (system generated), purchase ofders, contracts, agendas, training packets, and
declarations, Declarations must include a- certlﬁoahon or declarahon stating, “I certify (or .
declare) under penalty of petjury under the laws of the State of California that the foregoing is

. true and correct,” end must furthet comply with the requl.tements of Code of Civil Procedure
section 2015.5, Evidence corroborating thé soiirce ‘documents t may include ‘data relévant to the
reimbursable activities otherwise in compliance with local, state, and federal. government
requu'ements However, corroboratmg documents cannot be substituted for source decuments

The claimant is only aliowsd to claim and be reirbursed for iréased costs for reimbursable

' dotivities idenitified below. Incigased costis limtited to the codt of ari activity tht the elmmant g

required to incur as a result of the mandate.
For each eligible claimant, the following activities are reimbursable:
A. One-Time Activity

. Amend the notice that employers transmit to a member who termiriates employment with
less than five years of credited service, as part of the usua! separation documents, to
include the'specific information specified il Educauon Code section 22460,

subdivision- (@1) - (3), regardmg the Deﬁned Benefit Supplement account.

(Bd. Code, § 22460.)
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V.

B. Ongoing Activities : . : - _ ' . - .
1,

Make avaﬂable cntena for membershlp, including opnona.l membershp, in atithely
mannet to all persons employed to perforin creditable service subject to coverage by the. .
Deﬁned Benefit Program, and inform pati-time add siibstitite eniployees, within 30 daye o

" of the date of hire, that they may elect membership in the plan's Deﬁned Beneﬁt Program
‘at any fime whlle employed_ ‘(Bd. Cod, § 22455 5; subi (o)) - -

: .Mamtmﬂ written: aoknowledgmentby theemployee regerdmg mformetmn prowded about

the Defiriéd Benefit Pfograr in employer files on 8 form prowded by CalSTRS

- (Ed. Code, §22455.5, subd: (b).)

Within 10 working days of the date of hire of &n employee who has the nght to make an
election pursuarit to Education Code section 22508 ¢r 22508.5, inform the employes of
the right to make an election to CalSTRS or CaIPERS and make available to thé
employee written information provided by eachi retirement system concerning the
benefits provided under that retirement system to agsist the employee in malq.ng an
elec’uon. (Bd. Code, § 22509 eubd. (8).)

Certl.fy the: number of unused .excess gick leave days to the CalSTRS for retumg
members, using the method of calculation described in Bducation Code section 22724
subdivisicn (a). (Ed. Code, § 22718 subd. ()(1)(A).)

. Upon requiest from the CalSTRS boerd; subihit sick leave records of past years for audit

purposes. (Bd.'Code, §22724 gubd, (b).)

Provide information o CalSTRS regardmg the regmployment of a mérmibet who is subject .
to federal law regatdmg the resinployment of miilitary sérvice persoiifiel (38 U.S:C.A.

§ 4301 et sed.), ofi & form preseribed by CalSTRS, within 30 days of the-date of

reemployment. (Bd: Code, § 22852, subd. GO .

'CLATM PREPARATION A,ND SUBMISSION

Each of thé following cost elsments miust be idehtified for each reimbursable activity 1dent1ﬁed

“in-Section IV, Reimbursable Activities, of this'document. Each claimed reimbursable cost must

- be supported by source. documentation as described id Section IV. Addmonaﬂy, eaoh

- reimbursement.-claim must Be ﬁiotl in'a timely manner.

A. Direct Cost Regorhng ,
Direct costs are those costs incuried specifically for the reimbursable dctivities. The following

 direct costs are eligible for reimbursement.

1. Salaries and Beneﬁts

Repott edch employes’ mplemenhng the rembmeable activitics by name, job
classification, and produotxve houtly rate (total wages and related benefits divided by
productive hours). Describe the gpecific reimbursdble activities performed end the hours
devoted to each reimbursable activity performed. :

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the : .
purpose of the reimbursable activities. Purchases shall be claimed at the actua] price
after deduotmg discounts, rebates, and allowances received by the claimant. Supphes
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* that are withdrawn from inventory shall be cha.rged on an appropnate end. recogmzed '
method of costing, consmtenﬂy apphed.

30 Contracted Servmes

Report the name of the contrsctor and serﬁces performed 16 Jmplement the relmbursable cl

_ activities: Attachi.a copy of the confréct to the claim, . If the contractor billg for time: and o

miaterials, report the mumber of hotrs spent on the activities and all costs charged; If the - - c T

-+ " - contrdct is-a-fixed- pnce report the dates when serwces Wwere performed and-itémize all
' ' costs for those services. : .

4. Fixed Assefs and Eqmpment

Report the purchase price paid for fixed assets and equlpmen‘t (moludmg oomputers)
necessary o 1mp1emsnt the reimbursable activities. The purchase pnoe includes taxes,
delivery costs, and installation costs, If the fixed asset-or equipment is'also used for -
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used {0 unplement the: relmburssble aof:lvmes can be cleimed.

5. Travel =

Report the narhe of the employee trévéling for the pu.rpose of the reimbursable s.ot1v1t1es -
Include the date of travel, destination point, the specific reimbursable activity requiring

. travel, and related travel-expensesiteiribursed to.the employee in compliance with the
rules of the local jurjsdiction. Report employee travel time according to the rules of cost
elerent A.1, Salsnes and Benfits, for each applicable reimbursablé dctivity.

B. I.nclu'ect Gost Rates

Indirect costs are costs that have béen mcurred for commor or ‘joint' purposes. These costs..
benefit more than one cost objective arid canntt be teadily identified with a particular final cost
objective without effort disproportionate to the results achieved. After direct costs have been
determined and assigned to other activities,.as appropriate; indirect costs are those remaining to
be allocated to benéfited cost ob_]eotlves A cost may not be allocated as an indirect cost if any

~ other cost incurred for the 8ame purpose, in like circiimstances, hss ‘béen claimpd a5 a chrect cost.

Indirect costs include: (a) the indirect costs:Originafing in each deparimént or agency of the
 governmental unit carrying out stafe mangdated programis, and (b) the costs of central

governmental servicesg dls{nbuted through the cenfral service cost allocétion plan and not
otherwise treated as. direct costs.

School districts must use the J-380. (or subsequent replaeement) non-restrictive indirect cost rate
promslonally approved by the California Depsrnnent of Education.

County dffices of edudation must use fhe J-580 (or subsequent replaoement) non-resinctwe
indirect cost rate provisionally approved by the Celifornia Department of Education.

Community oolleges have th option of using: (1) a federally approved rats, utilizing the cost
accounting principles from the: Qffice of Management and Budget Circular A-21, "Cost
Principles of Educational Institutions®; (2) the rate calculated on State Controller's Form -
FAM-29C; or (3) 8 7% mdlreot cost rate.
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VL :RECORD: RE’]EJENTION S U ST .
-Pursuant to Govemmeni‘ Code section 17558 5, subchvmmn ’(a), 23 rexmbursemant cla.tfn for actual

" costs filed by a local agency or school district pursuant to this chapter’ is-subjectto the initiation

of an '%%, itby ;h?“Conu'ollar 1o la L;ggr ’Fha.n three yaars m‘,’ger }pe c]ate that 1he actual relmbursement _

— ed or as;;t e ' heves s later. However, if 0o funds 5t "pna{edorno ; o
| Pmyﬁentlg midé th.p.claim 5” "";:fg{me‘ﬂé%aflg rwhmﬂ%ec laitn 18 ileit he
. time for t,he antroller"to i i to" *"fr i d ﬁf

7!/-."‘??' 3

in Section IV, must be retained during the period subject to'auditi:If an sudit has been initiated
by the Control}er dunng the per,lqd aubJ ect to aidit, the ratantmn papod is extende;d until the
ultimate ;resoiuhqn of any audz, ﬁnd_;qgs. . : e o

VIL O‘E’FSETTING REVENUES AND REEIBURSEI\/.IIE‘.NTS _ :
Any o bt the cla:lmanf expenences in the sama prbgram Bs & result of the gerie statiitds or

executive orders found £0 coftain the' mandate Shall b deducted from the costs claithed, In
addition, reimbursement for this mandate from any source, including but not limited t6, sérvice

‘fees co]lected, federal. funds and other state fundg, shall be identified and de,ducted from this

claim.

-

VHI. STATE CONTRE)LLER’S CLAIMING INS"I'RUCTIONS

Pursuant & Goyerqment Code sectlon 17558 subdlvxsﬂ')ﬁ (;b?r the Contrcrller sha.u issue claiming
instructions fot each maf:data that requu:ea éfate rairmburidment not later‘than 60 daya after
receiving the adopted parameters and guidelines from the Commission, to asgist locsl: ngencies
and schoql digtricts in, c}mmmg cogts ta be rq;mbm‘sed The claiming ingtructions shal] be

derived, @qm the gt pfa:,m d[emsmn and the paramaice;rs and guxdelmes nciopted by the
Commmsn on.

Pursuantxto Govemmant Code seciion: 1756'1,' subd;wsmn (d)(l), issuance.of the clamung
instructions shall constitute a notice of-the right of the local agencies and school districts to file

reimburdement-claims, basedupon perameters and-guidelines adopted by the Commission,

Xl RE'MEDIES BEEORE THE, COMZRHSSIGN

Upon request of e locaI ngenuy ot schobl ms&xct the Commss1on shall révlew the clmmzhg
instructions issued b the State Cofitroller or &ty sther aithotized sfs.te Agency fot

* reimbursement of mandated costs pursuant to Government Code section 17571, if'tte

Cottinission detérmines that the claiming iristructions do not conform to the parameters and -
guidslines, the Commission shall direct the Controlier to modify the clmmmgamstmctienﬂ and
the Controller ghall madify the claiming msi:‘ucruons to conform to the paramatars and guidelines
as directed by tha Commlssmn. S .

In eddition, requests may be made to amend pammeters and gq.uiehnes pursuant to Govemment
Code section’ 175 57, subdmamn (d;) and Cahfom:,a Code of ReguTahons, title 2 section 1183 2.

- . "

7 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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X. LEGALAND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is 1ega.lly bmdmg on all parties and prowdes the legal and factual
- basis for the parameters and guidelines. The support for the legal and factual findings is found in -
- the aiministrative record for the test claim, - The ademstrauve reuord, mc]udmg the Statament

N ; of Declsmn, is on ﬁle thh the Gommlssnom
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Code Regs., tit. 2, § 1181.2.)

Mailing List

Mr. Robert Miyashiro

Education Mandated Cost thwork

1121 L Streat, Suita 1060
Sacramento, CA 385814

Tal:

Fax:

{916) 448-7517

(916) 445-2011

Ms. Susan Geanagou,
Department of Finance (A-13)

915 L Street, Suilts 1190
Sacramento, CA 95814

Tel:

Fax:

(916) 445-3274

{918) 324-4888

Ms. Beth Hunter
. Geniration, Inc.

8570 Utica Awenue, Suite 100
Rancho Cucamonga, CA 21730

Tel:

Fax:

(888) 4812621

 (BGB) 481-2682

Ms. Sandy Reynolds
Rasynolds Consulting Group, Inc.

P.O. Box 894059
Temecula, CA 32589

(851) 303-3034

(951) 303-6607

Mr. Kelth B. Petersen
SixTen.& Assoclates

5252 Baiboa Avenua, Suite 300
San Diege, CA 92117

Claimant Representative

Tel

Fax:

(858) 514-8605

(858) 514-8645

Mr. Jim Spano

State Controllar's Office (B-08)
Divislon of Audlts

300 Capitof Mall, Suite 518
Sacramento, CA 95814
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Sacramento, CA 85851-0275 Faxi ' .

Mr. J. Bradiey Burgess :
. Public Resource Management Gmup
.1380 Lead Hill Bouleivard Suita #106

Tel: | (216)6774233 -
Rosalle, CABS8BT. ~ .. ST Rak T (018) 6772283 1t e

SRR T
Steve Smith Enterprises, Inc Tel . (@18 2164435 o

3323 Watt Avenus #2601 : . ' e
Sacramento, CA 95821. . | Fax: _ (816) 672-0873.
Wr. Davd E. S_rlbner : — — EIatih'a‘nt ﬁeﬁr’ésé'ﬁtétlve\

Scrlbnar Cnnaulttng Group. inc.

3840 Roeln Court; Suits 190 - - ) .
Sacramanto, CA E6B34 . Fax: (916) 922-2719

Tal:. - (916) 922-2636

Ms. Sandra Themton .

Callfomia Teachars Association Tel  (209) 4732850
8548 Duchess Lane _ _
Stockton. CA 95208 . Fax:

Ms. Ginny Brummels )
State Controller's Cfilce (B-OB) Tel:  (218) 324-0258

Division of Accounting & Reporting
3301 C Streat, Sulte 500 , Fax: (818} 323-8527
Sacramento, CA 95B46 : .

Mr. Steve Shisida
. Shields Consulting Group, Inc.

Tel:  (916)454-7310 . ..
1538 36th Strest

Sacramento; GA 85818 . .- Fax;  (916) 4547312
~Ms. Harmest Barkschat

Mandate Resource Senices : Tel: (818) 797-1350

5328 Elkhom Bhad, #307

Sacramento; CA -86842 : " Fax:  (916) 7271734

Mr. Arthur Palkowliz

San Diego Unlfied School District . ' Tal: (818) 725-7786
Office of Resource Dewelopment - : _
4100 Nomal Strest, Room 3208. : - Fax: - (616) 726~7584

San Diege, CA 52103-8363
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Ms. Jeannle Dropeza

Departiment of Finance {A-15) Tek (916) 445-0328
Educatlon Systerns Unit .
. 815 L Streat, 7th Floor . : . ‘ Fax: (918} 323-8630
. Sacramento, C4 B5814 ) )
Ws. Donna Fersbee . . - . : . R -
" Department cf Finance (A A8) e e T Tl (913) 445_3274 R
.. - OM5LShmet AtAFloOr . Tt T
g Sacramento CA gsg14 . o e e '(915) 323*9534'
Ws. Carol Btngﬁam - . . ] R
Callfernla Department ofEducatIon E0® e (918 2244708
Fiscal Policy Divislon- , : . '
1430 N Strest, Sulte 5802 : Fax: {918) 310-0118

Sacramento, CA 85814
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SixTen and Associates  EXHIBITB
Mandate Reimbursement Services

. KEITH B. PETERSEN, MPA, JD, President
. E-Mait: Kbpsixten @aol.com .

San Diego : ’ ) Sacramento
5252 Balboa Avenus, Sulte 800 : 3841 North Fraaway Bivd., Sulte 170
San Diego, CAB2117 . ' ' - : Sncramento. CA D5834
Telephone: (858) 514-8605 . ) Telaphone: (816) 565-6104
Fax: (858) 514-8645 _ : .Fax: {916) 864-6103

May 16, 2007

Paula Higashi, Executive Director . ' : RECE'VED

Commission on State Mandates " . a L

_U.S. Bank Plaza Building .MAY 1 ? it
980 Ninth Street, Suite 300 '
forni OOMMlSSIONON
Sacramento, Caiifornia 95814 . | STATE MANDATES

Re: = Test Claim 02-TC-19 ‘
| Santa Monica Community College District
Proposed Parameters and Guidelines
o California State Teachers’ Retirement System (CaISTRS) Serwce Credit

Dear Ms. Higashi:

| have received the Commission’s Draft Paramaters and Guidelines transmltted on
April 24, 2007, with the Statement of Decision, to which | respond on behalf of the test
claimant Santa Monica Community College District.

Clarification of Reimbursable Activities {1183.12.
None proposed. |

2. Reasonable Methods of Complying (1183.12 (b
None proposed.

3. Reasonable Reimbursement Method (1183.12 (b) (3)}

The test claimant does not believe the costs incurred for the approved activities are
sufficiently related to any workload unit (for example, number of employees) which
could support a reasonable statewide reimbursement method for a significant part of

. the mandate
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- There are n6 dedicated state or federal funds appropriated for this mandate. There are
'ne known-non-local agency funds dedicated to this mandate. There are no schiool or

collége district general purpose funds appropriated for this mandate. There i is no fee
authority to offset costs of this program. '

B. Oﬂgeging Savings (1183.12 (b) (5}

Offsetting savings are a question of law determined by the test claim adjudication
pursuant to Government Code section 17556. The Commission did not identify any
- offsetting savmgs for any of the actwmes approved for relmbursement

PART IL. ELIQIBLE CLAIMANTS

The referen {‘té"s tion 175’19 is correct. However, it is recommended that the phrase
“school districts, county offices of education, and communlty college districts” be added
for clarity to users of the document. - : .

By

. ' o
S L B

PARTIV. .REIMBURSABLEAGTMITIES -~ -n .. . i

Seven reimbursable activities are snumerated. To assist the clalmants in the
preparation of their claims and reduce the number of components for which Cantroller
form - 2's will be reguired, the test.claimant proposes that the seven activities be
renurnbered, without change {0 content and Iabeled as; follows

)
RS AL O '

Former Proposed |

Number  Number . Proposed CaptionforActivities:
Al | A . Separation Notice: One-time activity
B1. B1. Employment Notices,. . .. -

B2. B2 |

B3. B3 ) |

B4 -G1 Sick-Leave Days

. G2 .

B6. D Military 'Serv‘lce Re-employment
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Paula Higashi, Executive Director 3 ‘ May 16, 2007

Obiections to Conten

PARTIV. REIMBURSABLE ACTIVITIES

For the record and preservation of appeal rights, the test claimant objects fo the ,
boilerplate language regarding source documents, contemporaneous documents and
corroborating evidence. 1t is a standard of general application without independent
statutory or regulatory basis. It is a standard which generally exceeds the
documentation methiods utilized in the usiial course of business for local agencies and
the standard requued for substantiation of the use of, or application for, other state
funds by local agencies. It is a standard imposed retroactively upon clalmants without
prior notice. These and other objections were made before by local agency
representatives in previous Commission proceedings. Notwithstanding, the standard
has been adopted by the Commission as boilerplate for parameters and guidslines..
Uniess there is some interest by the Commission to revisit these issues, the parameters
and guidelines can procaed since the boilerplate is consistent with past Commission
decisions.

PARTV.  CLAIM PREPARATION AND SUBMISSION
Re: B. Indirect Cost Rates

" For the record and preservation of appeal rights, the test claimant objects to the
boilerplate language regarding the community college choice of indirect cost rate
calculations, specifically, the Controller's FAM-29C methodology. It is a standard of
general application without independent statutory or regulatory basis. Itis a
methodology which excludes other reasonable allocations of direct and indirect costs
- contrary fo other state accounting procedures and generally accepted accounting
principles. It is a standard imposed retroactively upon claimants without prior notice,

These and other objections have been made before by local agency representatives in .~ -
" previous'Commission proceedings. Notwithstanding, the standard has besn adopted = =

by the Commission as boilerplate for parameters and guidelines. Unless there is some
interest by the Commission to revisit these issues, the parameters and guidelines can
proceed since the botlerplate is consistent with past Commission demsmns :

PART VI. RECORD RETENTION

For the record and preservation of appeal rights, the test claimant objects to the
language regarding the documentation retention requirements. The Commission
requires the claimants, as a condition of reimbursement, to retain claim documentation
until the State Controller's statute of limitation for audit expires. Government Code
Section 17558.5 provides no specific date for the termination of the documentation
requirement. It is conditioned on subsequent independent actions by the state, that is,
appropriations for mandate reimbursement, and subsequent independent acts by the
Controller, that is, payment of a claim. There is no factual relatlonshlp between the
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Paula Higashi, Executive Diractor 4 May 16, 2007

content and integrity of the claim and the date of payment. Therefbre. at the time the
claim is filed, the claimant has no method to determine the documentation retention

period, contrary fo the purpose of the statute and these parameters and guidelines. ltis

a standard imposed retroactively upon claimants without prior notice. These and other
objections have been'made before by local agency representatives in previous
Commission proceedings. - Notwithstanding, the standard has been adopted by the

- Commission as boilerplate for parameters and guidelines. Unless there is some
interest by the Commission to revisit these issues, the parameters and guidelines can
proceed since the boilerplate is consistent with past Commission decisions.

CERTIFICATION

[ hereby declare, under penalty of perjury under the laws of the State of Callfomla that
the information in this document is true and correct to the best of my own knowledge or.
mformatlon or belief.

Sincerely,

U b=

Keith B. Petersen -
C: - PerCOSM Distributiqn List Attached
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